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THE  ROLE  OF  FEDERAL  AGENCIES  IN 

ASSISTING  BUSINESSES  IN  INITIATING  OR 

EXPANDING  EXPORTS  OF  GOODS  AND 

SERVICES 


FRIDAY,  AUGUST  26,  1994 

House  of  Representatives, 
Subcommittee  on  International  Development, 

Finance,  Trade  and  Monetary  Policy, 
Committee  on  Banking,  Finance  and  Urban  Affairs, 

Washington,  DC. 

The  committee  met,  pursuant  to  notice,  at  9  a.m.,  at  Two  World 
Trade  Center,  121  Southwest  Salmon  Street,  Portland,  OR,  Hon. 
Barney  Frank  [chairman  of  the  subcommittee]  presiding. 

Present:  Chairman  Frank  and  Representative  Furse. 

Chairman  Frank.  The  hearing  will  come  to  order. 

My  name  is  Barney  Frank.  I  chair  the  subcommittee  of  the 
House  Banking  Committee  that  has  jurisdiction  over  the  World 
Bank,  the  International  Monetary  Fund,  the  regional  multilateral 
development  banks  and,  also,  the  U.S.  Export-Import  Bank. 

We  are  here  today  to  focus  on  the  Export-Import  Bank.  That  has 
become  a  very  vital  part  of  the  American  government,  much  more 
than  it  used  to  be.  We  are  a  country  which  has  paid  insufficient 
attention  to  export  policy.  Until  fairly  recently,  we  could  take  it  for 
granted.  There  is  now  in  both  the  executive  branch  and  in  the  Con- 
gress a  very  strong  understanding  of  the  importance  of  exports  for 
our  economy. 

We,  in  particular,  want  to  look  at  the  small  business  aspect  of 
this,  and  the  reasons  are  obvious.  Small  businesses,  by  definition, 
will  not  have  the  kind  of  headquarters  staff  that  is  so  essential  in 
many  cases  if  you  are  going  to  be  doing  substantial  overseas  busi- 
ness. There  are  problems  of  currency  transaction,  problems  of  fa- 
miliarity with  foreign  markets  and  with  the  law  in  foreign  coun- 
tries. We  have  been  trying  to  encourage  people  to  export  to  parts 
of  the  world  where  the  legal  system  is  in  transition,  the  former  So- 
viet Union,  Eastern  Europe,  as  well  as  many  other  developing  na- 
tions. 

One  of  the  functions  of  the  Export-Import  Bank  is  to  make  it  pos- 
sible for  small  businesses  to  compete  on  the  basis  of  the  quality  of 
their  products.  If  a  small  business  has  a  first  rate  product  but  has 
not  the  capacity  to  deal  with  all  of  these  international  currency 
questions,  questions  of  risk  and  liability,  questions  of  commercial 
law  in  the  country,  just  the  very  marketing,  knowing  about  all 
these  opportunities,  it  is  going  to  be  at  a  disadvantage.  Our  job  is 
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to  give  high  quality  American  producers  a  chance  to  compete  on 
their  merits.  That  is  the  role  that  we  see  the  Export-Import  Bank 
playing. 

It  is  an  area  where  cooperation  between  the  private  and  public 
sectors  is  essential.  People  who  view  the  private  and  public  sectors 
as  enemies  don't  really  belong  in  this  line  of  work  because  we  have 
a  situation  here  where  there  are  indispensable  roles  for  both  the 
private  and  public  sectors  to  play,  both  in  the  sales  and  the  financ- 
ing. We  expect  to  work  with  the  private  banks,  we  expect  to  work 
with  the  private  companies  that  are  making  the  products.  All  of 
this  has  to  work  well  together. 

Now  we  have  begun  to  cooperate.  There  are  other  areas  where 
the  Export-Import  Bank  has  become  important,  and  I  don't  want 
to  totally  exclude  them.  I  recently  was  involved  in  a  successful  ef- 
fort by  Raytheon  Corporation  to  sell  about  1  billion  dollars'  worth 
of  environmental  monitoring  equipment  for  the  protection  of  the 
Amazon  Forest  in  Brazil.  I  can  tell  you  as  a  fact  Raytheon  was  al- 
ways in  a  good  position  for  that  contract  because  of  the  quality  of 
its  product.  By  the  way,  this  is  an  example  of  genuine  defense  con- 
version; many  of  the  people  who  will  be  making  the  products  that 
will  be  sent  to  Brazil  were  people  who  were  making  weapons  be- 
fore. So  this  is  a  case  where  people  who  are  losing  out  because  of 
weapons  reduction  are,  in  fact,  moving  directly  into  manufacturing 
alternative  products,  drawing  on  their  skills  and  expertise  in  that 
area. 

Raytheon  would  have  lost  that  contract  if  it  weren't  for  the 
Export-Import  Bank  and  the  U.S.  Department  of  Commerce,  be- 
cause the  French  government  was  prepared  to  subsidize  Thomson 
Company's  financial  terms  to  the  point  where  they  would  have  un- 
derbid Raytheon.  The  Brazilians  preferred  the  Raytheon  product  on 
the  merits,  but  the  French  were  offering  financing  terms  that  were 
so  advantageous  that  the  government  could  not  have  justified  ac- 
cepting the  Raytheon  offer.  What  we  did  was  to  not  totally  match 
the  terms,  but  to  reduce  the  differential. 

Now  I  would  prefer  a  situation  in  which  there  were  no  subsidies 
of  that  sort,  but  the  only  way  we  are  going  to  get  to  it  is  for  us 
to  be  playing  in  that  same  league.  We  call  it  the  "War  Chest."  This 
is  a  congressional  initiative.  We  have  given  the  Export-Import 
Bank  a  War  Chest  for  the  purpose  of  neutralizing  unfair  advan- 
tages which  foreign  governments  give  their  manufacturers  in  sales. 

For  small  business,  the  servicing,  the  information,  all  those  other 
aspects  tend  to  be  more  important,  but  there  may  well  also  be 
cases  where  people  can  sell  a  product  well,  but  they  run  into  an 
unfair  subsidy  from  a  foreign  government.  I  want  people  to  under- 
stand that  the  Export-Import  Bank  is  also  available  to  help  offset 
that  kind  of  a  disadvantage. 

So  we  think  the  Export-Import  Bank  is  a  very  important  tool  of 
policy.  I  am  very  pleased  that  the  Clinton  Administration  has  given 
it  a  high  priority.  Kenneth  Brody,  its  new  head,  takes  his  job  quite 
seriously.  We  have  worked  very  well  together. 

I  should  also  add  that  Congresswoman  Furse  and  I  recently 
joined  with  our  colleague,  Joseph  Kennedy  of  Massachusetts,  and 
we  have  put  through  the  House,  and  it  has  now  gone  over  to  the 


Senate,  a  bill  which  will  expand  the  role  of  the  Export-Import  Bank 
in  a  couple  of  ways,  one  particularly  relevant  for  small  business. 

First,  we  have  clarified  that  where  a  product  might  conceivably 
be  used  for  military  purposes  if,  in  fact,  it  is  intended  for  civilian 
purposes,  and  we  can  so  certify,  then  we  can  sell  it.  We  had  run 
into  a  problem  where  we  couldn't  sell  certain  things  with  Export- 
Import  Bank  financing  if  there  was  the  remotest  possibility  that 
someone  might  use  them  for  military  purposes.  Well,  soldiers  eat, 
soldiers  drive,  soldiers  do  a  lot  of  things  and  it  would  be  very  hard, 
frankly,  in  some  cases  of  technology  to  say  there  exists  no  conceiv- 
able military  application. 

In  addition,  at  the  initiative  of  Congressman  Kennedy,  we  re- 
quired that  a  significant  amount  of  money  of  the  Export-Import 
Bank  go,  in  effect,  for  smaller  businesses  that  want  to  sell  environ- 
mental equipment.  So,  particularly  for  those  who  have  any  environ- 
mental equipment  to  sell,  we  have  some  insistence  on  that,  but,  in 
general,  we  are  going  to  see  that  the  Export-Import  Bank  is  there. 

Congresswoman  Furse,  as  a  member  of  the  Banking  Committee, 
has  been  one  of  those  most  in  the  forefront  of  pointing  out  the  im- 
portance of  the  Export-Import  Bank  for  the  American  economy  and 
in  making  sure  that  we  get  the  full  benefits.  Those  who  believe  in 
free  trade  in  particular  should  understand  the  importance  of  the 
Export-Import  Bank.  If  the  American  people  are  convinced  that 
free  trade  is  somehow  going  to  put  them  at  a  competitive  disadvan- 
tage, it  will  continually  face  obstacles.  An  Export-Import  Bank  that 
can  meet  unfair  foreign  competition  and  that  exists  to  play  the  role 
that  the  Export-Import  Bank  should  be  playing  is  important  in  try- 
ing to  achieve  that  kind  of  free  trade  objective,  because  it  enables 
us  to  assure  American  manufacturers  that  they  will  not,  in  fact,  be 
treated  unfairly. 

Now  I  am  going  to  recognize  Ms.  Furse  for  an  opening  statement, 
and  then  we  will  begin  with  our  panel. 

Ms.  Furse.  Thank  you,  Mr.  Chairman. 

I  really  would  like  to  thank  Chairman  Frank  for  joining  us  today, 
for  coming  to  Oregon  for  this,  what  I  think  is  a  very  important  field 
hearing.  I  would  ask  that  my  entire  statement  could  be  entered 
into  the  record.  I  will  just  touch  on  it. 

I  also  want  to  thank  our  witnesses.  They  have  been  very,  very 
active  in  this  field  and  are  bringing  tremendous  expertise. 

Knowing  of  the  growing  importance  of  exports  and  how  they  con- 
tribute to  job  growth  and  greater  economic  stability,  the  Congress 
passed  the  Export  Enhancement  Act.  That  act  required  the  Presi- 
dent to  establish  the  Trade  Promotion  Coordinating  Committee, 
which  would  then  produce  a  report.  That  report  has  come  out  and 
the  most  common  critique  made  in  it  was  the  problem  of  gaining 
access  to  export  financing  for  small  businesses,  the  mystery  that 
Congressman  Frank  has  talked  about  of  just  going  through  the 
problems. 

Now  we  know,  here  in  Oregon,  we  are  a  small  business  State. 
Our  economy  relies  on  these  small  businesses  and  I  have  worked 
very  closely  with  my  colleagues  to  see  that  small  business  is  pro- 
moted. I  am  very  interested  in  how  we  get  export  opportunities  and 
it  was  for  that  reason  that  I  introduced  the  Environmental  Export 
Promotion  Act  because  that  allows  our  wonderful  environmental 


technology  industry  of  Oregon  to  have  the  opportunity  to  figure  out 
how  to  sell  those  products  and  services  around  the  world. 

In  the  area  of  export  financing  I  believe  the  government  must 
begin  to  take  a  more  important  role  and  become  more  focused  in 
helping  the  private  sector  sell  goods  and  services  overseas.  This  is 
one  of  the  reasons  we  are  here  today  to  find  out  from  you  what  you 
think  are  the  barriers  and  what  you  think  are  the  opportunities  for 
us. 

Now,  it  is  good  that  the  TPCC  Report  outlined  goals  and  I  am 
going  to  look  at  those  goals,  the  goals  to  rectify  what  have  been 
problems  in  the  past.  Streamlining  the  system  to  be  more  user- 
friendly  seems  to  me  to  be  the  ultimate  goal  for  us.  How  can  we 
get  the  private  and  public  sectors  together  so  that,  in  fact,  the  sys- 
tem works  well  for  the  kind  of  businesses  we  have,  particularly 
here  in  Oregon. 

I  would  also  hope  that  today  we  will  hear  specific  examples  of 
small  businesses  who  have  been  successful  in  exporting  and  how 
they  went  about  that,  what  they  found  was  important,  and  where 
the  financing  was. 

We  are  going  to  hear  today  from  the  executive  director  of  the 
Oregon  Environmental  Technology  Association.  We  are  looked  upon 
around  the  country — well,  actually  Massachusetts  and  Oregon  are 
looked  on  as  the  two  states  that  really  are  on  the  cutting  edge  of 
environmental  technology  and  the  development  of  that.  I  think  it 
is  because  here  in  Oregon  we  passed  strong  environmental  laws 
and  so  we  reacted.  The  private  sector  responded  to  those  strong  en- 
vironmental laws. 

I  really  do  want  to  thank  you  all  for  being  here.  I  look  forward 
to  the  witnesses'  testimony,  and  I  look  forward  to  us  moving  from 
this  hearing  into  an  even  more  useful  arrangement.  I  want  to 
thank  Charlie  Alcock  from  the  World  Trade  Center  for  making  this 
room  available  to  us,  and  so  I  look  forward  to  the  hearing. 

Thank  you. 

[The  prepared  statement  of  Ms.  Furse  can  be  found  in  the 
appendix.] 

Chairman  Frank.  Thank  you. 

I  do  want  to  note  and  express  my  appreciation  to  Congress- 
woman  Furse  that  the  panel  of  six  people,  I  just  noticed,  is  divided 
evenly  between  three  public  sector  people  and  three  private  sector 
people.  That,  I  want  to  stress  again,  is  very  appropriate.  This  is  an 
example  where,  whatever  your  views  are  of  how  we  do  things  do- 
mestically, when  we  are  dealing  internationally  in  a  world  in  which 
the  separation  between  the  public  and  private  sector  doesn't  exist 
in  many  countries,  we  have  to  be  able  to  cooperate.  It  is  important 
that  we  understand  that  both  the  public  and  private  sectors  have 
absolutely  indispensable  roles.  They  do  different  things,  and  they 
must  be  allowed  to  do  their  things,  but  cooperatively.  So  I  am  very 
pleased  that  we  have  this  balance. 

Ms.  Furse  is  right  that  we  do  share  environmental  technology. 
We  share  another  thing.  I  see  Dr.  Barker  here,  because  the  bio- 
technology industry  is  also  an  important  industry  in  Massachu- 
setts. I,  particularly,  have  worked  closely  with  people  on  that.  As 
we  look  for  the  economic  value  generated  for  an  America  of  the  fu- 
ture, they  are  both  areas  where  it  is  very  important  for  maintain- 


ing  our  standard  of  living  that  we  move  in  this  direction.  We  know, 
as  a  matter  of  fact,  there  are  going  to  be  areas  of  industry  that  we 
have  traditionally  had  as  large  centers  of  wealth  creation  that 
aren't  going  to  do  as  well.  That  is  just  a  fact  of  life.  These  are  two 
particular  areas,  biotechnology  and  environmental  technology, 
where  we  are  well  positioned  to  do  well. 

The  last  thing  I  will  say,  for  those  of  you  who  were  glued  to  your 
sets  as  most  of  America  was  during  the  Whitewater  hearings,  I  will 
tell  you  that  because  we  have  only  2  of  us  here  and  not  50,  we  will 
be  able  to  be  somewhat  flexible  on  the  5-minute  rule.  So  you  will 
not  all  be  held  to  the  5-minute  rule.  Witnesses  never  were,  and  we 
won't  swear  the  witnesses.  I  don't  think  there  will  be  any  need  for 
us  to  do  that. 

We  will  begin  just  in  the  order  that  I  have  them  with  Mr.  Kaiser, 
who  is  the  Vice  President  for  Domestic  Business  Development  of 
the  Export-Import  Bank. 

STATEMENT  OF  ROBERT  J.  KAISER,  VICE  PRESIDENT,  DOMES- 
TIC BUSINESS  DEVELOPMENT,  EXPORT-IMPORT  BANK  OF 
THE  UNITED  STATES 

Mr.  Kaiser.  Thank  you  and  good  morning. 

Ex-Im  Bank  is,  of  course,  the  export  credit  agency  of  the  U.S. 
Government.  Our  programs  range  from  a  preexport  working  capital 
guarantee  through  insurance  to  medium-  and  long-term  guarantees 
and  fixed  interest  rate  loans.  It  is  important  for  me  to  emphasize, 
there  are  no  minimums  and  no  maximums  at  Ex-Im  Bank.  We 
have  supported  exports  as  small  as  $13,000  under  our  working  cap- 
ital guarantee. 

Chairman  Frank.  Mr.  Kaiser,  let  me  interrupt  for  one  second.  I 
guess  these  are  mikes  that  are  just  for  the  recorder,  not  room 
mikes.  We  have  plenty  of  empty  seats  in  the  front,  we  aren't  re- 
serving them  for  anybody.  If  anybody  is  having  difficulty  hearing, 
feel  free  to  fill  these  seats  up  front. 

Go  ahead. 

Mr.  Kaiser.  As  I  said,  we  have  supported  exports  as  small  as 
$13,000  under  our  working  capital  guarantee  and  as  large  as  $6 
billion,  the  Saudi  Arabian  Airlines  transaction  earlier  this  year. 
The  programs  that  smaller  exporters  use  most  frequently  are  the 
working  capital  guarantee  which  enables  them  to  get  the  funding 
they  need  to  build  exportable  inventory  and  our  insurance  pro- 
grams which  enable  the  smaller  exporter  to  extend  credit  to  foreign 
buyers.  The  ability  to  extend  credit  is  needed  to  retain  the  export- 
ers' present  foreign  buyers  and  to  expand  sales  to  them  and,  also, 
to  enable  the  smaller  exporter  to  enter  foreign  markets  to  which, 
perhaps,  this  company  has  not  sold  before.  Material  about  these 
programs  is  available  just  outside  this  room. 

Recently,  Ex-Im  Bank  has  restructured  itself  to  move  the  trans- 
actions faster  through  the  bank.  We  are  currently  processing  some- 
thing in  the  magnitude  of  25  billion  dollars'  worth  of  export  trans- 
actions at  Ex-Im  Bank,  and  also  to  provide  more  rapid  response  to 
the  exporter  community.  We  are  a  small  institution  with  about  160 
professional  staff  and  we  are,  quite  frankly,  overwhelmed  with 
business. 


We  are  very  active  in  the  Trade  Promotion  Coordinating  Commit- 
tee which,  as  indicated,  is  a  cooperative  effort  of  some  19  Federal 
agencies  active  in  this  country's  export  activities.  I,  personally, 
serve  on  the  U.S.  Export  Assistance  Center's  Site  Selection  Com- 
mittee and  I  act  as  the  leader  of  the  Training  Committee  for  the 
personnel  of  those  Export  Assistance  Center  sites.  The  object  of  the 
exercise  of  the  U.S.  Export  Assistance  Centers  is  to,  first  of  all, 
cross-train  the  personnel  who  staff  the  offices  in  all  of  the  pro- 
grams of  the  agencies  located  in  these  Export  Assistance  Centers 
which  is  primarily  the  U.S.  Foreign  and  Commercial  Service,  the 
Small  Business  Administration,  and  Ex-Im  Bank  and,  most  impor- 
tantly, to  provide  local  access  to  these  programs  to  the  smaller  ex- 
porter community  which  needs  them. 

We  opened  four  U.S.  Export  Assistance  Centers  on  January  31 
of  this  year.  They  were  Baltimore,  Miami,  Chicago,  and  Long 
Beach,  California.  In  July,  Secretary  Brown  announced  the  next  11 
regional  and  some  26  district  offices  to  be  opened  during  calendar 
year  1995.  Overall,  I  anticipate  by  1996  there  will  be  approxi- 
mately 90  to  100  of  these  facilities  throughout  the  country. 

We  at  Ex-Im  Bank  are  dedicated  to  supporting  the  U.S.  exporter 
community.  We  have  improved  our  programs.  We  are  making  a 
major  effort  to  develop  more  exports  among  the  environmental 
community  and,  as  I  indicated  earlier,  with  some  $25  billion  in  ap- 
plications at  Ex-Im  Bank,  the  exporter  community  seems  to  be  re- 
sponding very  favorably  to  our  efforts. 

I  will  be  happy  to  answer  any  questions  at  the  appropriate  time 
and  I  want  to  thank  Congresswoman  Furse  for  this  opportunity  to 
be  here  in  Portland  today. 

Thank  you. 

[The  prepared  statement  of  Mr.  Kaiser  can  be  found  in  the 
appendix.] 

Chairman  Frank.  Thank  you,  Mr.  Kaiser.  Let  me  just  say  that 
your  written  statement  and  the  written  statements  of  all  the  panel 
members  will,  without  objection,  be  placed  in  the  record.  So  all  of 
your  statements  will  be  in  the  record  and  also  any  supporting  docu- 
ments. 

Let  me  just  add  one  other  thing.  There  will  be  people  here  listen- 
ing who  have  some  interest  in  this.  We  will  keep  the  record  of  this 
hearing  open  for  a  couple  of  weeks.  If  any  point  raised  stimulates 
any  member  of  the  audience  to  want  to  communicate  with  us,  just 
write  to  us.  Write  to  me  care  of  the  House  Banking  Committee, 
Washington,  DC.  We  will  have  the  address  available,  and  we  would 
be  glad  to  include  that  in  the  record.  We  would  like  this  to  be  as 
complete  a  record  as  possible.  So  if  there  are  issues  you  think 
should  be  addressed  or  points  you  want  to  add  to,  please  feel  free 
to  be  in  touch.  Actually,  probably  the  best  thing  to  do  would  be  to 
get  them  to  Congresswoman  Furse's  office  here  and  she  will  trans- 
mit them  to  us.  We  often  find  that  as  people  listen  to  the  hearing 
they  disagree  with  a  point  and  we  encourage  you,  if  you  disagree 
with  something,  please  let  us  know  about  it  or  if  you  think  that 
something  needs  amplification.  If  you  get  those  statements  within 
the  next  2  weeks  to  Congresswoman  Furse's  office,  they  will  be 
printed  as  part  of  this  record. 


Next  we  are  going  to  hear  from  Ms.  Inge  McNeese  who  is  the 
international  loan  specialist  at  the  District  Office  here  of  the  Small 
Business  Administration. 

STATEMENT  OF  INGE  McNEESE,  INTERNATIONAL  LOAN 
SPECIALIST,  PORTLAND  DISTRICT  OFFICE,  U.S.  SMALL 
BUSINESS  ADMINISTRATION 

Ms.  McNEESE.  Thank  you,  Mr.  Chairman,  Representative  Furse. 

My  testimony  will  address  three  different  components:  One,  the 
agency's  export  initiatives;  two,  SBA  Portland  District  Office  export 
lending  and;  three,  the  action  plan  for  expanded  export  services. 

Let  me  start  with  SBA's  export  initiatives.  The  revitalization  of 
the  agency's  export  finance  programs  has  been  a  high  priority  for 
SBA  this  year  and  a  three-pronged  effort  is  moving  forward  to 
strengthen  SBA's  role  in  providing  export  financing  to  small  busi- 
nesses. The  principal  focus  in  this  overhaul  has  been  to  look  at 
SBA's  Working  Capital  Guarantee  Program  and  to  increase  its 
usage.  The  agency  is  committed  to  increase  access  to  capital  for 
exporters  and  is  carrying  out  this  commitment  through  internal 
administrative  changes,  intensive  staff  training,  and  very  specific 
legislative  proposals. 

Many  small  businesses  with  relatively  weak  balance  sheets  and 
few  assets,  other  than  their  export  inventory  and  foreign  receiv- 
ables, have  been  unable  to  obtain  conventional  financing.  These 
companies  could  dramatically  improve  their  export  volume  and 
grow  into  stronger  businesses  if  they  had  greater  access  to  export 
financing. 

SBA's  role  in  export  finance  is,  and  has  been,  to  encourage  lend- 
ers, through  our  Guarantee  Program,  to  make  export  loans  they 
would  not  make  otherwise.  We  have  worked  with  the  Export-Im- 
port Bank  to  streamline  and  harmonize  the  Export  Working  Cap- 
ital Program.  We  hope,  through  our  delivery  system  and  with  sim- 
plified application  forms,  in  the  future  we  will  be  able  to  be  more 
user-friendly  to  the  small  business  customer.  We  also  intend  to 
forge  and  continue  very  close  working  relationships  with  other  ex- 
port assistance  organizations  so  that  SBA  can  truly  provide  cus- 
tomer focused  export  services. 

Now,  let  me  move  to  SBA's  Portland  District  Office  lending.  His- 
torically, export  finance  has  been  a  small  portion  of  the  agency's 
and  our  district  office  portfolio.  While  our  loan  volume,  overall,  has 
grown,  export  finance  has  not.  In  the  2-year  period  of  1992  to  1993 
the  SBA  data  base  record  for  region  10,  which  includes  Oregon, 
Washington,  Alaska,  and  Idaho,  shows  that  the  5  district  offices 
made  103  loans  to  exporting  firms. 

In  our  district,  just  looking  at  the  types  of  companies  we  as- 
sisted, it  was  dominated  by  manufacturing  companies  in  secondary 
wood  products.  We  had  hardwood  prefab  buildings,  electronic  com- 
ponents and  supplies,  orthopedic  supplies  and  wire  products.  We 
had  wholesalers,  again  in  lumber  and  building  materials.  Some 
sporting  goods  and  clothing  and  some  in  services  as  well  as  in  com- 
puter software  and  crop  preparation. 

I  have  details  on  the  number  of  loans  and  the  percentages,  but 
just  to  highlight  it,  for  that  2-year  period,  approximately  1  in  30 
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loans  in  the  region  was  export  related  and  $1  in  $25  was  loaned 
to  an  exporting  small  business.  We  believe  we  can  do  better. 

Consistent  with  the  TPCC  report  to  Congress  in  September  1993, 
the  Portland  SBA  office  adopted  in  March  of  this  year  several 
strategies  to  integrate  export  finance  assistance  into  the  full  array 
of  information,  marketing,  and  counseling  services  to  small  export- 
ers. The  district  office  strategic  plan  included  this  as  a  goal.  One 
full-time  staff  person  was  designated  for  international  trade  with 
an  emphasis  in  finance  and  very  specific  targets  were  set  for  export 
loan  volumes.  By  August  of  this  year  both  the  district  office  and 
the  agency's  goal  for  export  loans  in  Oregon  has  been  achieved  and 
we  expect  to  exceed  it.  Our  action  plan  for  the  future  includes  lend- 
er outreach  and  public  outreach  and  we  have  begun  already,  in 
June,  to  plan  this. 

So  let  me  talk  about  the  lender  outreach  first.  I  want  to  repeat, 
SBA's  role  is  to  encourage  lenders  through  the  guarantee  to  make 
those  loans  they  otherwise  would  not  make.  We  are  planning  to 
continue  our  relationship  with  the  major  lenders  and  also  with 
those  community  banks  who  recognize  that  export  finance  is  a  prof- 
itable niche.  It  makes  sense  for  the  Pacific  Northwest  and  is  a  solid 
economic  development  strategy.  Therefore,  we  have  started  our 
briefings  in  the  Portland  metro  area  in  June.  They  have  been 
hosted  by  individual  banks,  and  cosponsored  by  the  Oregon  Bank- 
ers Association.  During  July  and  August  SBA  staff  has  discussed 
all  our  programs;  that  is,  the  term  loans  as  well  as  the  Export 
Working  Capital  Program,  with  credit  managers,  branch  managers, 
government  loan  program  leaders,  and  senior  executives  in  the 
major  banks  in  Portland,  West  One,  Key  Bank,  First  Interstate, 
and  U.S.  National  Bank  of  Oregon. 

Starting  in  September,  our  staff  will  visit  five  cities  in  Oregon 
and  southwest  Washington — we  serve  five  counties  across  the  Co- 
lumbia River — with  an  expanded  version  of  these  presentations. 
They  will  be  open  to  the  public  as  well  and  will  reach  community 
bank  managers  and  loan  officers.  We  think  that  is  particularly  im- 
portant because  in  many  institutions  the  international  and  the 
commercial  domestic  divisions  are  separate  and  it  is  an  ongoing 
process,  even  for  the  lenders,  to  educate  their  branch  and  loan  offi- 
cer staffs  on  the  terminology  and  the  process  of  international  trade. 
We  want  to  be  a  partner  in  that. 

Now  let  me  move  to  public  outreach.  Simultaneously  with  devel- 
oping our  strong  ties  to  lenders,  we  plan  to  continue  our  already 
close  working  relationships  with  other  local,  State,  and  Federal  ex- 
port assistance  organizations.  You  may  not  be  aware  that  region  10 
has  piloted  nationwide,  within  SBA,  an  export  assistance  partner- 
ship. Our  piece  of  that,  in  Portland,  is  called  the  Local  Export 
Assistance  Partnership.  We  started,  in  1993,  to  introduce  new  to 
export  manufacturers  from  Oregon  to  the  Mexican  market  and,  in- 
cidentally, focused  on  environmental  firms  and  medical  firms  as 
the  major  industry  sectors  since  the  program  is  industry  specific. 

The  LEAP  Program,  as  we  call  it  for  short,  predates  the  USEAC 
concept,  but  it  is  really  built  on  the  very  same  premise:  Govern- 
ment services  should  be  more  accessible.  Therefore,  our  program 
champions  a  cross-agency,  industry-specific  market  entry  program 
that  focuses  on  the  State  of  Oregon's  target  industries.  It  links 


SBA,  the  U.S.  Foreign  Commercial  Service,  the  Small  Business  De- 
velopment Centers,  the  Service  Core  for  Retired  Executives,  and 
the  State  of  Oregon  in  a  cohesive,  customized  export  trade  develop- 
ment program.  We  are  going  to  start  the  second  round  of  that  this 
fall  with  secondary  wood  products  and  software  firms. 

Although  the  Portland  area  did  not  receive  the  USEAC  designa- 
tion which  co-locates  Ex-Im  Bank,  U.S.  Department  of  Commerce, 
and  SBA's  staff  in  one  office,  we  are  exploring  how  SBA  may  detail 
the  International  Trade  Officer  for  1  day  a  week  to  the  World 
Trade  Center  where  most  of  the  export  support  organizations  are 
already  housed. 

Finally,  the  SBA  Portland  Office  strongly  supports  the  Edu- 
cational and  Counseling  Programs  that  are  offered  by  the  Small 
Business  International  Trade  Program,  which  is  an  SBDC.  We  con- 
tribute to  its  funding  together  with  the  State  of  Oregon  and  the 
Community  College  of  Portland. 

In  conclusion,  I  want  to  acknowledge  that  it  is  true  that  SBA  has 
not  been  very  aggressive  to  market  its  export  finance  programs, 
but  it  certainly  is  doing  so  now.  The  signals  are  very  clear  from  our 
central  office  and  the  changes  that  have  moved  very  rapidly  are  im- 
pressive. The  staff  training,  the  internal  goal  setting,  and  the  ad- 
ministrative changes  and  legislative  proposals  all  will  make  the 
program  more  attractive  to  lenders  and  more  accessible  to  export- 
ers. 

Thank  you  very  much. 

[The  prepared  statement  of  Ms.  McNeese  can  be  found  in  the 
appendix.] 

Chairman  Frank.  Thank  you,  Ms.  McNeese.  Next  we  will  hear 
from  Mr.  Bill  Schrage,  who  is  the  District  Director  of  the  Foreign 
and  Commercial  Service  of  the  Department  of  Commerce. 

STATEMENT  OF  BILL  SCHRAGE,  DISTRICT  DIRECTOR  (PORT- 
LAND), U.S.  AND  FOREIGN  COMMERCIAL  SERVICE,  U.S. 
DEPARTMENT  OF  COMMERCE 

Mr.  Schrage.  Thank  you,  Chairman  Frank  and  Congresswoman 
Furse,  for  the  opportunity  to  testify  here  today.  What  I  am  going 
to  say  will  add  to  the  written  testimony  which  is  already  going  to 
be  a  part  of  the  record  and  copies  are  available  outside. 

Briefly,  what  is  the  U.S.  and  Foreign  Commercial  Service?  We 
are  the  leading  U.S.  Government  agency  to  promote  non- 
agricultural  exports.  We  are  not  a  lending  agency,  however.  We 
have  to  able  to  counsel  on  trade  finance,  but  we  don't  issue  credit. 
We  have  a  worldwide  network  of  200  offices,  about  70  around  the 
United  States,  in  a  couple  of  years  to  be  101  exactly,  if  our  plans 
go  through,  along  with  our  partner  agencies  in  the  Federal  Govern- 
ment under  the  Export  Assistance  Center  concept.  We  target  small- 
to  medium-sized  companies.  We  do  export  counseling  and  have  var- 
ious market  entry  services.  We  don't  work  alone.  Partnership  for 
us  is  very  important.  We  do  a  lot  of  it  here  in  Oregon,  for  example. 

Our  outreach  in  Oregon  is  statewide.  We  have  about  1,000  target 
clients  in  this  State  and  next  year  plan  to  open  an  office,  in  Eu- 
gene, which  will  bring  us  closer  to  a  growing  part  of  the  State. 
Since  1991,  of  the  companies  that  we  have  assisted  to  get  into  for- 
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eign  markets  for  the  first  time,  about  75  percent  of  them  have  less 
than  50  employees.  So  we  do  work  intensively  with  small  business. 

There  are  a  couple  of  additional  things  that  we  do  that  were  not 
in  the  written  testimony.  Like  Ex-Im  Bank,  we  are  going  through 
a  reinvent  process  and  one  of  the  things  that  we  are  doing  aggres- 
sively is  reducing  internal  overhead  and  paperwork  and  adminis- 
trative requirements  so  we  can  spend  more  time  with  exporters. 
We  have  established,  just  in  the  last  couple  of  months,  regional 
teams.  We  have  five  regional  teams  along  country  or  industry  lines, 
using  our  trade  specialists'  comparative  strengths  across  different 
States  to  counsel  exporters.  We  have  a  regional  team,  Dave  Welsh 
will  be  pleased  to  know,  on  environmental  technology. 

With  regard,  again,  to  our  opening  the  Eugene  office,  we  cer- 
tainly would  welcome  the  OBA  and  the  SBA  to  take  a  stronger  out- 
reach downstate  along  with  us. 

What  else  would  I  like  to  bring  up  at  this  point? 

Chairman  Frank.  Let  me  say  that  we  have  time  here.  This  has 
been  well  planned  so  that  if  there  are  points  that  are  in  the  written 
statement  that  you  want  to  emphasize,  feel  free  to  do  that. 

Mr.  Schrage.  Which  is  just  what  I  did  and  now  I  am  going  to 
move  into  some  new  stuff.  Thank  you. 

First  of  all,  we  see  the  small  exporter's  greatest  need  as  working 
capital.  Now,  this  includes  the  standard  definition  that  we  all  know 
about,  but  we  also  see  working  capital  as  having  enough  of  a  budg- 
et to  carry  out  a  marketing  strategy.  One  of  the  big  problems  that 
small  exporters  have  is  even  when  they  have  a  well-targeted  event, 
maybe  a  trade  show,  and  there  is  high  probability  that  they  will 
get  some  incredible  sales  out  of  it,  they  can't  afford  to  go.  How  can 
they  finance  a  marketing  strategy  unless  they  have  a  sale  in  hand? 

Second,  we  would  like  to  see  banks  make  export  finance  a  more 
important  part  of  their  operations — to  think  exporting  throughout 
their  system. 

Third,  we  would  like  to  see  banks  create  a  greater  international 
awareness  throughout  their  branches.  We  would  like  to  see  their 
branch  managers  and  loan  officers  have  more  incentives  to  help  ex- 
porters, to  identify  exporters  and  to  know  where  to  send  exporters 
when  they  meet  them,  either  within  their  own  bank  or  to  other 
partners  in  the  State  or  in  the  community. 

Fourth,  I  am  curious  to  know  if  American  banks  sometimes  ex- 
pect too  high  a  rate  of  return  in  comparison  to  our  export  competi- 
tors' banks  in  foreign  countries,  such  as  in  Europe,  for  example. 
Does  this  expectation  for  high  profit  margins  impede  some  small 
transactions? 

Fifth,  under  the  Community  Reinvestment  Act,  assuming  that  is 
still  relevant  to  banks,  can  lenders  get  positive  consideration  for 
small  business  export  loans  which  would  help  meet  the  credit 
needs  of  their  communities? 

Sixth,  we  encourage  banks  and  the  rest  of  us  in  public  partner- 
ships to  use  the  Bankers  Association  for  Foreign  Trade  [BAFT  for 
short],  Access  to  Export  Capital  Program  which  is  basically  calling 
up  an  800  number  and  having  access  to  a  data  base  of  banks, 
through  the  BAFT  system,  where  working  capital  might  be  ob- 
tained if  you  can't  get  it  from  your  local  bank.  I  could  explain  this 
a  little  bit  more  later  if  there  are  any  questions. 
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Seventh,  we  believe  Ex-Im  Bank  and  SBA  need  to  market  their 
programs  more  aggressively.  One  of  the  reasons  we  believe  they 
are  not  used  that  much  is  a  lot  of  people  don't  know  about  them, 
including  a  lot  of  banks  don't  know  about  them  or  maybe  don't 
have  any  incentive  to  use  them.  So  we  see  that  along  with  banks, 
the  two  main  Federal  agencies  need  to  get  out  and  make  sure  they 
are  better  known. 

Next,  I  have  noted  in  the  prepared  testimony  that  Tom  Lowles 
gave,  which  he  may  cite  in  his  oral  testimony,  the  51  percent  U.S. 
content  requirement  in  order  to  qualify  for  credit  insurance  and  ap- 
parently some  working  capital  guarantees  appear  to  be  unrealistic 
in  terms  of  a  modern  world  of  multinational  products  moving  in 
international  trade.  Therefore,  maybe  this  should  be  revisited  and 
modified,  particularly  in  light  of  the  fact  that  under  the  North 
American  Free  Trade  Agreement  a  product  does  not  have  to  have 
50  percent  or  more  domestic  content  to  qualify  for  favored  tariff 
treatment  in  either  Mexico  or  Canada.  So  maybe  that  is  an  old  idea 
and  is  impeding  some  transactions. 

Next,  I  also  noted  in  Tom's  testimony,  and  if  he  doesn't  mind  I 
will  bring  this  up  now,  that  he  refers  to  the  monitoring  and  control 
requirements,  this  is  a  quote,  "are  an  impediment  to  small  export 
sales."  I  am  curious  if  this  has  to  do  with  Federal  regulation  and, 
if  it  does,  can  something  be  relaxed  to  make  this  less  of  a  burden, 

We  recognize  the  important  role  of  trade  associations  in  helping 
small  companies.  Trade  associations  are  important  partners  for  us 
and  we  are  certainly  working  hard,  here  in  the  Portland  office,  to 
establish  good  relationships  with  associations  such  as  OETA,  for 
example.  There  is  a  lot  that  we  think  we  can  do  with  them  and, 
nationally  speaking,  one  of  our  target  industry  sectors  for  export 
promotion  happens  to  be  environmental  technology  and,  for  Dr. 
Barker's  benefit,  so  is  health  care. 

Final  point,  regarding  the  role  of  the  Export  Assistance  Centers, 
we  intend  to  integrate  our  services  with  financial  counseling  in  the 
Export  Assistance  Centers  in  what  we  hope  to  be  a  seamless  deliv- 
ery of  Federal  trade  promotion  services.  We  also  look  for  the 
Export-Import  Bank  and  SBA  to  have  a  type  of  retail,  not  just  a 
wholesale,  role  in  dealing  with  the  American  public  through  the 
EACs. 

In  summary,  we  think  marketing  and  finance  are  really  one 
topic.  Finance  is  sometimes  treated  separately  from  marketing 
when  you  set  up  seminars  and  courses  in  schools  and  things  like 
that,  but  finance  is  really  one  part  of  marketing,  just  like  paint,  la- 
beling, whatever,  it  is  all  marketing.  Terms  of  payment,  credit, 
quoting  in  foreign  currencies,  may  be  a  key  to  a  sale.  It  is  all  mar- 
keting and  we  encourage  our  financial  institutions  to  take  a  mar- 
keting view  of  what  they  do  with  small  exporters. 

Thank  you. 

[The  prepared  statement  of  Mr.  Schrage  can  be  found  in  the 
appendix.] 

Chairman  Frank.  Thank  you,  Mr.  Schrage.  Now,  to  give  us  the 
remaining,  undelivered  parts  of  his  testimony,  we  will  hear  Mr. 
Thomas  Lowles,  who  is  appearing  on  behalf  of  the  Oregon  Bankers 
Association. 
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STATEMENT  OF  THOMAS  E.  LOWLES,  VICE  PRESIDENT  AND 
MANAGER,  INTERNATIONAL  BANKING  DEPARTMENT,  KEY 
BANK  OF  OREGON,  ON  BEHALF  OF  THE  OREGON  BANKERS 
ASSOCIATION 

Mr.  Lowles.  Thank  you,  Mr.  Chairman,  Representative  Furse. 

On  behalf  of  the  Oregon  Bankers  Association  I  am  pleased  to  be 
here  this  morning  to  talk  about  export  financing  and,  hopefully,  I 
will  have  a  chance  to  answer  some  of  Bill's  questions. 

It  is  true  that  in  the  State  of  Oregon  small  businesses  have  had 
some  problems  getting  financing.  Historically,  exports  have  not 
been  handled  by  small  misinesses,  but  today,  as  we  all  know,  small 
businesses  are  moving  rapidly  into  the  international  marketplace. 

There  have  been  some  problems  and  I  will  cite  a  few  of  those 
that  I  think  contribute  to  that;  lack  of  adequate  capital,  collateral, 
perhaps  a  lack  of  profitable  operations,  a  proven  track  record,  lim- 
ited experience,  those  things  all  come  into  play.  When  a  bank  looks 
at  a  transaction,  we  have  found  that  analyzing  and  structuring 
some  of  these  for  small  companies  can  be  time  consuming  and  can 
be  difficult  to  complete,  and,  frankly,  a  return  on  investment  or  a 
return  to  the  bank  is  something  that  is  considered.  Our  sharehold- 
ers demand  that. 

Export  transactions,  in  the  past  anyway,  have  been  typically 
viewed  as  riskier.  Export  transactions  have  historically  been 
viewed  as  riskier  transactions  by  bankers.  We  can  talk  about  that 
later,  about  some  of  the  reasons. 

I  would  like  to  talk  a  little  bit  about  Ex-Im  Bank  and  SBA  and 
also  the  Export  Assistance  Centers.  Ex-Im  Bank  programs  have 
been  used  in  Oregon,  particularly  the  insurance  programs.  They 
have  been  used  both  by  exporters,  in  part  to  satisfy  lenders'  needs 
for  some  assurance  of  collection  of  the  receivables  or  payment  of 
the  receivables,  and  also  in  programs  that  the  banks  can  use  to 
market  to  exporters  to  insure  their  receivables.  The  experience 
with  these  programs  in  Oregon  has  been  very  favorable.  We  have 
one  particular  bank  that  has  used  one  of  Ex-Im  Bank's  insurance 
programs  more  than,  I  believe,  any  other  bank  in  the  country,  and 
they  have  had  a  very  successful  experience  with  that. 

The  working  capital  guarantee  program  which  is  very  applicable 
to  Oregon,  as  it  is  of  most  benefit  to  smaller  companies,  has  had 
limited  usage.  There  seem  to  be  a  number  of  reasons  for  this.  One 
is,  as  Bill  pointed  out,  lack  of  knowledge  of  the  programs  on  the 
part  of  both  the  exporters  and  the  bankers.  Ex-Im  Bank  underwrit- 
ing standards  appear  to  be  about  as  strict  as  those  for  commercial 
banks.  So  the  question  is,  if  the  bank  won't  do  it,  will  Ex-Im  Bank 
do  it?  At  times,  we  question  whether  their  underwriting  standards 
are  too  strict. 

Monitoring  and  control  that  Bill  mentioned,  again,  could  make 
them  less  attractive  to  the  bank  because  of  some  extra  require- 
ments. The  requirement  for  51  percent  U.S.  content  does  pose  a 
problem.  The  fees  for  insurance  and  guarantees,  at  times,  have 
been  cited  as  too  high,  particularly  for  some  exporters.  We  have  ex- 
perience in  that  it  has  been  asked  to  provide  insurance  and  they 
say,  I  don't  want  to  pay  the  additional  fee  for  the  insurance  for  a 
sale  that  I  know  is  going  to  be  collected,  to  satisfy  your  need.  So 
fees  are  an  area  that  we  would  also  like  looked  at. 
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Ex-Im  Bank's  response  time,  we  on  the  west  coast  have  a  bit  of 
a  problem  with  the  time  difference,  and  we  have  noted  that  the  re- 
sponse time  is  taking  longer  than  we  desire  in  some  cases.  Often- 
times we  are  dealing  with  companies  that  need  a  fairly  quick 
answer.  I  think  some  of  the  things  that  Ex-Im  Bank  is  doing  in  the 
preferred  lender  program  might  help  in  that  regard  but,  at  other 
times,  frankly,  it  seems  like  Ex-Im  Bank  is  a  little  understaffed, 
that  they  could  use  some  additional  help. 

Finally,  the  fact  that  the  credit  approval  is  handled  in  Washing- 
ton, DC,  and  this  comes  back  to  time  and  distance,  can  be  a  prob- 
lem in  terms  of  communicating  in  a  timely  manner  with  their  peo- 
ple who  are  actually  making  the  loan  decisions,  and  it  makes  the 
program  less  accessible  to  us  on  the  west  coast.  However,  the 
attractiveness  of  what  has  been  a  100  percent  guarantee,  the  fact 
that  there  is  no  upper  limit  on  this  program,  is  very  attractive  to 
the  banks.  Ex-Im  Bank  moving  to  a  preferred  lender  program,  I 
think,  is  going  to  be  helpful,  and  Ex-Im  Bank  programs  are  very 
necessary  to  Oregon  companies. 

I  would  like  to  talk  a  little  bit  about  the  SBA  programs.  The  SBA 
is  also  a  very  important  vehicle  and,  frankly,  here  in  Oregon  it  is 
extremely  important.  I  think  it  is  going  to  become  more  important 
with  some  changes  that  have  taken  place.  For  one  thing,  SBA  is 
easily  accessible.  They  are  familiar  with  the  banks  here.  They 
know  what  the  track  record  of  the  banks  is  primarily  on  the  domes- 
tic side,  as  Inge  was  talking  about,  because  that  is  where  almost 
all  of  our  activity  has  been.  They  are  familiar  with  the  guarantee- 
ing of  loans  to  small  businesses  and  they  provide  a  rapid  response. 
The  export  revolving  line  of  credit  program  which  they  have  had, 
however,  hasn't  had  much  usage,  as  Inge  indicated. 

We  understand  that  the  usage  of  their  export  programs  has  been 
increasing  recently,  and  I  think  there  are  a  couple  of  reasons  that 
will  make  SBA's  export  guarantee  programs  of  greater  use  and  of 
increasing  volume  here.  They  have  some  exciting  changes  in  our 
opinion. 

For  one,  they  have  a  full-time  member  who  is  designated  to  work 
on  international  work  with  the  banks  on  their  program.  They  have 
instituted  the  outreach  program  to  the  banking  community.  I  think 
that  is  going  to  help  them  build  the  awareness  in  the  banking  com- 
munity and  also  in  the  business  community.  Their  change  in  what 
is  now  called  a  working  capital  guarantee  program  we  find  particu- 
larly exciting  and  I  think  of  greater  benefit  to  small  businesses 
than  any  other  program  we  have  seen  so  far.  This  is  where  they 
look  at  financing  transactions  and  will  look  at  credit  on  a  less  tra- 
ditional basis,  where  the  adequacy  of  capital  and  collateral  have 
been  problems  in  the  past.  So  we  are  excited  about  this  new  change 
and  about  this  program.  I  think  it  will  make  it  more  accessible  and 
usable  by  small  businesses. 

We  do  have  a  little  concern  and  that  is,  as  the  program  is  new 
to  the  SBA  and,  quite  frankly,  to  the  banks — it  is  a  little  different 
change  in  direction  for  us  as  well — I  think  it  might  take  some  time 
to  make  sure  that  we  have  developed  the  appropriate  controls  for 
monitoring  these  loans,  to  structure  the  loans  as  well,  and  to  get 
everybody  comfortable  with  it.  However,  that  is  something  that  can 
be  done.  One  potential  problem  might  be  the  limit  on  SBA  loans 
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of  a  total  of  $750,000,  particularly  if  the  SBA  is  also  making  a  loan 
for,  say,  domestic  purposes,  perhaps  to  secure  financing  for  a  plant 
or  something  like  that.  When  you  throw  in  the  export  side,  I  think 
you  could  run  into  a  problem.  We  also  note  the  difference  of  guar- 
antee between  Ex-Im  Bank  at  100  percent  and  SBA  at  85  percent 
for  borrowings  over  $155,000.  We  understand  Ex-Im  Bank  is  going 
to  90  percent  and  I  believe  SBA  is  going  to  go  to  90.  That  is  accept- 
able from  our  point  of  view. 

On  the  Export  Assistance  Centers,  I  would  like  to  mention  a  cou- 
ple of  things.  We  have  some  concerns  here.  Seattle  has  recently 
been  designated  as  a  regional  hub  and  has  an  Ex-Im  Bank  compo- 
nent. We  are  concerned  about  how  that  Ex-Im  Bank  component  is 
going  to  work  with  Oregon  or  if  it  will  work  with  Oregon.  It  is  a 
State-funded  operation,  not  a  federally  funded  operation,  and  I 
don't  think  the  taxpayers  in  the  State  of  Washington  are  going  to 
want  their  people  coming  down  here  to  help  Oregon  companies. 

How  then  will  Ex-Im  Bank  continue  to  help  us — out  of  Los  Ange- 
les or  will  there  be  some  Federal  funding  or  some  component  that 
will  allow  those  people  in  Washington  to  travel  in  the  Northwest? 

Something  that  Export  Assistance  Centers  could  do  that  might 
be  of  help,  one  of  the  big  things  I  mentioned  is  that  working  with 
smaller  exporters  in  new  transactions  can  be  very  time  consuming. 
The  bank  gets  involved  in  analyzing  the  structure  and  putting  to- 
gether a  loan  package.  That  can  take  a  lot  of  time.  If  there  is  a 
component  in  the  Export  Assistance  Centers  that  will  allow  that 
function  to  take  place  and  then  bring  it  to  the  bank,  I  think  you 
would  see  the  bank  more  willing  and  anxious  to  get  involved. 

Last,  again  it  goes  back  to  loan  approval,  whether  Ex-Im  Bank 
will  allow  loan  approval,  say,  on  the  west  coast  as  opposed  to  hold- 
ing it  back  on  the  east  coast. 

Finally,  we  would  like  to  mention  education.  Education  is  an  im- 
portant component  for  exporters.  It  is  important  for  the  service  pro- 
viders and  for  the  banks,  as  well. 

I  appreciate  your  time.  Thank  you  very  much  for  inviting  us  to 
these  hearings. 

[The  prepared  statement  of  Mr.  Lowles  can  be  found  in  the 
appendix.] 

Chairman  Frank.  Thank  you.  Next  we  will  hear  from  Dr.  Anna 
Barker,  who  is  President  and  CEO  of  International  BioClinical,  Inc. 

STATEMENT  OF  ANNA  BARKER,  PRESIDENT  AND  CEO, 
INTERNATIONAL  BIOCLINICAL,  INC. 

Ms.  Barker.  Good  morning,  thank  you  very  much,  Congressman, 
for  the  opportunity  to  speak  on  behalf  of  International  BioClinical, 
today. 

Congresswoman  Furse,  I  am  very  glad  that  you  are  taking  an  in- 
terest in  small  business.  That  is  very  encouraging. 

I  am  going  to  speak  as  a  small  business  owner  today  who  has 
a  very  active  interest  and  active  business  in  the  international  mar- 
ketplace. I  would  like  to  say  that  we  have  done  it  with  the  help 
of  lots  of  financing  from  some  of  these  wonderful,  supportive  groups 
around  the  table  today,  but,  in  fact,  we  have  done  it  completely  on 
our  own  to  this  point  with  one  exception  and  that  is  the  help  of  the 
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Export-Import  Bank  in  the  last  couple  of  years  in  terms  of  some 
insurance  for  our  receivables. 

International  BioClinical  is  a  medical  diagnostics  manufacturing 
company  located  here  in  Portland.  We  make  custom  immunoassays 
basically  for  individuals,  patients,  who  are  being  monitored  for 
therapy. 

For  example,  if  you  are  a  cardiac  patient  or  you  are  an  epileptic 
and  you  are  taking  a  drug  that  is  quite  dangerous,  if  the  levels 
aren't  correct  or  your  therapy  is  not  going  to  be  appropriate,  then 
you  have  to  be  monitored  very  regularly.  We  make  those  kits. 

We  also  have  a  second  interest  in  that  we  make  custom  assays, 
through  alliances  with  pharmaceutical  companies  that  are  making 
new  drugs  that  will  have  to  be  monitored  due  to  mandate  from  the 
regulators  or  for  marketing  reasons. 

We  currently  have  13  products  that  we  sell  in  the  marketplace, 
12  of  those  are  FDA  cleared,  1  is  an  experimental  product  that  is 
sold  only  in  Europe.  I  will  speak  a  little  bit  more  about  those  dif- 
ferences in  regulations  that  allow  us  to  sell  outside  the  United 
States  actually  more  effectively  sometimes  than  we  sell  within  the 
United  States.  We,  generally,  sell  most  of  our  products  outside  the 
United  States  through  distribution,  although  we  do  have  a  rep- 
resentative in-country  from  time  to  time,  and  I  will  come  back  to 
that. 

International  BioClinical,  Inc.,  or  IBC  for  purposes  of  shortening 
the  name,  we  are  about  40  people  that  are  located  out  on  Swan  Is- 
land in  a  new  facility.  I  should  tell  you  that  in  less  than  2  weeks 
we  are  going  to  be  a  much  bigger  company.  We  are  merging  our 
company  with  a  California  public  biotechnology  company  and  with 
a  French  discovery-phase  company  located  in  Paris.  So  we  will  be 
the  second  largest  biotech  company  in  Oregon.  Now,  that  doesn't 
mean  much  when  you  are  living  in  Massachusetts,  but  in  Oregon 
that  is  going  to  be  a  fairly  good-sized  company  for  us,  about  85  peo- 
ple and  quite  a  range  and  portfolio  of  products.  So  our  interest  in 
international  business  development  is  going  to  go  up  quite  dramati- 
cally with  our  Paris  subsidiary. 

Our  business  is  actually  a  niche  business  that  is  focused  around 
a  concept  that  we  have  all  become  very  familiar  with  in  the  last 
few  months  and  that  is  an  almost  international  mandate  to  reduce 
health  care  costs.  The  people  that  we  work  with  in  Europe  and 
around  the  world  are  quite  familiar  with  the  problems  that  we  are 
just  starting  to  address  in  this  country.  There  is  a  market  demand 
for  high  quality  products. 

I  noticed  that  the  chairman  in  his  discussion  about  export  and 
U.S.  products  the  word  that  came  most  often  to  his  lips  was  the 
word  "quality."  What  we  find,  as  in  this  country,  outside  the  Unit- 
ed States  everything  you  do  has  to  be  based  on  a  quality  product. 
If  you  are  trying  to  sell  basically  on  price  you  are  going  to  be  very 
disappointed  because,  especially  in  the  health  care  arena,  you  obvi- 
ously, have  patients  lives  in  your  hands. 

WTiy  do  we  see  this  successful  business  niche  for  medical  prod- 
ucts outside  this  country  developing?  The  international  mandate 
for  reduced  health  care  costs  is  creating  a  niche  that  is  deriving 
from  three  major  factors.  Number  one,  government  regulations  out- 
side the  United  States  on  medical  products  are  less  stringent  and 
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it  is  less  time  consuming  and  less  expensive  to  gain  approvals.  As 
a  consequence,  you  will  find  that  most  biotech  companies  and  phar- 
maceutical companies  actually  are  introducing  their  products  out- 
side the  United  States,  because  the  FDA  regulations  and  the  time 
and  investment  involved  in  this  country  is  quite  onerous.  I  am  not 
saying  anything  negative  about  the  FDA  in  terms  of  what  the  end 
product  is,  but,  in  terms  of  a  business  relationship  in  the  market- 
place, we  know  that  government  regulations  for  medical  products 
are  much  more  user-friendly  outside  the  United  States. 

Chairman  Frank.  We  have  a  certain  jurisdiction,  you  can  take 
that  one  to  Wyden. 

Ms.  Barker.  I  am  sorry? 

Chairman  Frank.  We  have  a  certain  jurisdiction,  you  can  take 
that  up  with  Wyden. 

Ms.  Barker.  Yes,  we  will  do  that. 

The  second  issue  that  I  think  is  important  to  note  is  that  outside 
the  United  States  most  health  care  is  very  budget  driven.  As  a  con- 
sequence, there  is  a  real  receptivity  to  alternative  products  that  are 
very  cost  effective  and  high  quality.  There  is  a  very  interesting  sort 
of  trend  developing  outside  the  United  States  where  general  practi- 
tioners have  a  budget  for  patients  and  they  go  out  and,  basically 
negotiate  for  the  best  prices  for  their  patients.  So,  as  a  con- 
sequence, you  have  a  free  market  system  developing,  especially  for 
diagnostics.  For  example,  private  laboratories  are  competing  very 
favorably  with  government  laboratories.  So  we  find  a  very  receptive 
audience  outside  the  United  States  for  our  products. 

Our  strategy  is  a  simple  one.  We  make  a  very  high  quality  prod- 
uct that  is  equal  to  or  better  than  our  competitors.  We  price  it  very 
aggressively  and  we,  through  our  alliances  with  pharmaceutical 
companies,  can  introduce  new  technology  to  the  marketplace.  Per- 
haps the  most  important  part  of  our  strategy  though  is  our  inter- 
national distribution  network  and  I  will  come  back  to  that  in  just 
a  second.  I  have  said  something  about  the  evolution  of  the  private 
clinical  laboratories  in  Europe  and  around  the  world.  That  is  pro- 
ducing a  ready  market  for  our  products. 

In  addition,  our  idea  of  allying  ourself  with  larger  pharma- 
ceutical companies  to  develop  new  assays  has  produced  alliances 
with  companies  such  as  Marion  Merrell  Dow.  We  developed  a  new 
assay  for  a  new  anti-infective,  quite  an  effective  drug,  that  has 
been  sold  in  Europe  for  many  years  now  and  we  are  providing  the 
assay.  We  have  the  only  assay  in  the  world  for  that  drug.  The  drug 
will  not  be  sold  in  the  United  States  for  many  more  years,  but  the 
assay  is  producing  a  lot  of  revenue  for  us. 

Chairman  Frank.  Is  that  because  the  FDA  won't  have  signed  off 
on  it  or  because  the  market  won't  be  there? 

Ms.  Barker.  The  FDA  has  not  signed  off  on  it.  It  has  been  pend- 
ing now  for  a  couple  of  years. 

So  that  is  a  very  lucrative  area  for  us.  We  have  a  second  alliance 
now  with  Ortho-McNeil  where  we  are  doing  a  similar  project  and 
we  think  that  will  also  produce  a  key  product. 

In  terms  of  our  international  business  strategy  and  our  inter- 
national distribution  partners,  I  want  to  emphasize  that  we  have 
developed  partnerships.  Signing  up  an  exclusive  distributor  does 
not  ensure  you  are  going  to  be  successful  outside  the  United  States. 


17 

We  have  implemented  programs  to  be  sure  that  we  support  those 
distributors  and  especially  through  field  programs.  Our  director  of 
marketing  and  sales  and  other  members  of  our  staff  are  in  Europe, 
or  wherever,  several  times  a  year.  They  go  into  the  field,  see  the 
customers,  talk  about  the  products  and  that  is  very  effective  for  a 
small  company.  Most  small  companies  don't  provide  the  level  of 
support,  but  we  do. 

The  second  place  we  invest  our  money  is  in  service  for  our  prod- 
ucts. We  provide  24-hour,  7-day  a  week  service  and  you  can  access 
our  service  center  from  anywhere  around  the  world  anytime  and 
that  has  been  very  effective  for  us.  We  believe  that  there  is  an 
enormous  potential  for  medical  products  and  biotech  products  out- 
side the  United  States,  simply  because  of  the  regulatory  issues  and 
the  mandate  for  reduced  health  care  cost.  I  think  we  are  going  to 
see  a  lot  of  changes  in  this  regard  in  the  near  term. 

I  would  like  to  say  that  we  could  look  forward  to  absolutely  un- 
bridled growth  as  we  go  forward,  but  we  have  some  real  barriers 
here,  not  the  least  of  which  is  we  are  a  small  company.  All  the 
things  that  we  have  talked  about  here  today  have  impacted  us 
very,  very  directly.  Any  small  company  who  is  in  business  outside 
the  United  States,  is  concerned  most  about  receivables.  You  can 
run  into  issues  where  receivables  in  Italy,  let's  say,  or  other  coun- 
tries can  run  90  to  120  days.  If  you  are  working  on  a  30-day  cycle, 
it  obviously  prevents  you  from  doing  a  lot  of  things.  So  it  does  im- 
pact cash-flow  very  dramatically. 

The  other  thing,  of  course,  that  we  look  for  and  need  very  dra- 
matically is  insurance  for  our  accounts  and  that  is  where  my  col- 
league to  the  left  here  has  done  us  a  lot  of  good  in  the  last  couple 
of  years.  It  doesn't  ensure  that  you  won't  have  problems,  but  it  cer- 
tainly ensures  that  if  you  do  have  a  problem,  you  have  got  a  part- 
ner there  to  assist  you  in  that.  It  is  not  free  and  it  does  increase 
the  cost  of  doing  business,  but  it  is  better  than  anything  we  have 
had  before. 

I  think  there  is  a  lot  that  could  be  done  in  terms  of  educating 
small  business  about  the  availability  of,  for  example,  just  some- 
thing as  simple  as  credit  insurance.  You  mentioned  mystery  when 
you  started  your  discussion.  There  is  a  lot  of  mystery  surrounding 
most  of  these  programs.  I  would  imagine  that  most  small  busi- 
nesses are  unaware,  or  are  daunted  by  the  bureaucracy  they  think 
they  might  have  work  through,  to  do  something  like  this.  So  I 
would  like  to  see  us  reduce  the  mystery,  improve  the  education 
process  for  small  businesses  in  terms  of  availability  of  services,  es- 
pecially for  credit  protection.  Anything  that  we  can  do  to  improve 
the  working  capital  situation  for  small  businesses  is  going  to  make 
them  much,  much  more  effective. 

There  are  lots  of  other  practical  things  that  hit  small  businesses 
day-to-day.  For  example,  the  difficulty  in  wire  transfers,  something 
we  don't  think  about,  but  it  is  a  nightmare.  There  are  places,  be- 
lieve me,  around  the  world  where  it  takes  forever  to  get  a  wire 
transfer  through  and  you  are  sitting  there  waiting  for  your  money. 
That  is  a  small  issue,  but  it  really  drives  small  businesses  crazy. 

The  other  thing  is  just  the  cost,  in-country,  of  hiring  staff.  There 
are  just  huge  costs  associated  with  hiring  staff  in  a  foreign  country 
and  the  issues  associated  with  employment.  These  are  not  pro- 
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grams  directly  related  to  financing,  but  they  are  very  key  in  terms 
of  how  small  business  can  be  successful. 

The  other  thing  is  just  finding  out  where  foreign  partners  are  lo- 
cated, who  are  the  appropriate  foreign  partners  for  you  to  sign  up 
as  a  distributor?  Are  there  banking  relationships  in  Europe  that 
you  can  benefit  from?  Or  around  the  world? 

So  there  are  tons  of  barriers,  but  I  am  very  encouraged  this 
morning  to  hear  that  we  have  people  who  are  listening  and  we 
have  people  who,  I  think  from  what  I  have  heard,  have  the  author- 
ity and  the  mandate  and  potentially  the  resources  to  help  small 
business.  I  think  health  care  product-oriented  small  businesses  and 
biotech  products,  as  we  said  earlier,  have  significant  potential  to  be 
successful  in  this  international  arena. 

I  think  it  is  an  enormously  promising  arena  for  these  kinds  of 
products.  We  have  been  very  successful.  We  are  private  and  I  am 
not  going  to  tell  you  what  our  revenue  is  but  it  does  get  counted 
in  significant  figures,  fortunately.  We  have  probably  increased  our 
business  by  100  percent  over  the  last  couple  of  years  with  some 
fairly  simple  kinds  of  investments  and,  I  think,  a  very  effective 
strategy. 

We  are  selling  our  products  now  in  France,  Belgium,  Germany, 
Spain,  Italy,  Switzerland,  England,  Scotland,  Canada,  Australia, 
Hong  Kong,  India  and  we  are  looking  at  distributors  in  Eastern 
Europe,  Mexico,  South  America,  and  Japan.  I  will  be  most  happy 
to  volunteer  to  receive  any  help  that  anyone  wishes  to  give  me  and 
I  will  be  happy  to  be  a  test  case  on  any  programs  that  you  feel  are 
going  to  help  us  be  more  successful. 

So  thank  you  very  much. 

[The  prepared  statement  of  Ms.  Barker  can  be  found  in  the 
appendix.] 

Chairman  FRANK.  Other  than  price  controls  on  new  drugs? 

Ms.  Barker.  Except  for  that. 

Chairman  Frank.  You  are  not  volunteering  for  that  one? 

Ms.  Barker.  I  am  not  in  favor  of  that.  Pharmaceuticals  are  8 
percent  of  total  health  care  costs. 

Chairman  Frank.  But  all  costs  are  percents  of  costs. 

We  will  next  hear  from  David  Welsh,  who  is  Executive  Director 
for  the  Oregon  Environmental  Technology  Association. 

Mr.  Welsh. 

STATEMENT  OF  DAVID  W.  WELSH,  EXECUTIVE  DIRECTOR, 
OREGON  ENVIRONMENTAL  TECHNOLOGY  ASSOCIATION 

Mr.  Welsh.  Thank  you,  Mr.  Chairman,  members  of  the  com- 
mittee. 

The  Oregon  Environmental  Technology  Association  appreciates 
this  opportunity  to  comment  on  a  couple  of  the  challenges  faced  by 
the  Oregon  environmental  industry  in  exporting  its  technology. 

OETA  is  a  trade  organization  representing  more  than  200  envi- 
ronmental firms  in  the  State.  We  provide  many  of  the  typical  trade 
organization  services  to  our  members.  We  publish  a  quarterly 
newsletter,  maintain  an  electronic  communications  system  which 
provides  E-mail,  and  an  Internet  gateway.  We  act  as  a  clearing- 
house for  opportunities. 
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Its  members  and  the  environmental  industry  are  rn  eclectic 
group  and  it  is  difficult  to  define  this  industry  at  times.  Lately,  ev- 
erybody is  in  the  environmental  industry.  Typically,  our  members 
provide  services  and  products  related  to  things  as  scattered  as 
radioactive  contamination  cleanup  at  Hanford  and  recycling  to  pol- 
lution prevention  and  soil  remediation.  Companies  range  in  size 
from  multinational  architectural  engineering  firms,  such  as  CH2M 
Hill,  to  husband  and  wife  teams  doing  wetland  delineations. 

The  international  market  is  becoming  increasingly  important  to 
our  industry.  Most  of  the  world  faces  even  more  challenging  envi- 
ronmental situations  than  we  do  here  in  the  United  States,  and 
these  challenges  are  our  market.  Some  estimates  are  as  high  as 
$300  to  $400  billion  by  the  year  2000.  Of  course,  in  Oregon  we 
have  been  focusing  on  Mexico  and  the  Pacific  rim,  although  there 
are  opportunities  that  we  have  pursued  in  India  and  some  in  the 
Eastern  bloc  countries. 

I  will  briefly  comment  on  two  barriers  that  we  feel  are  present 
right  now.  The  first  is  the  problem  of  scale,  and  the  second  is  a 
problem  of  a  lack  of  regulatory  structure  and  enforcement.  Small 
firms  are  the  backbone  of  this  industry,  very  small  firms  are  the 
backbone  of  this  industry,  85  people  is  a  significant  firm.  However, 
the  nature  and  scope  of  the  international  environmental  problem  is 
immense.  The  international  opportunities  being  presented  to  my 
members  don't  match  their  size  and  capital  capabilities. 

The  fact  is,  only  big  companies  in  the  environmental  industry  are 
really  participating  in  these  markets  right  now.  Bechtel,  CH2M 
Hill,  Davis  Wright-Tremaine,  for  example,  they  can  afford  the  pre- 
requisite market  development  efforts  to  be  successful.  The  small 
firms  that  are  the  backbone  of  the  domestic  industry  can't  afford 
to  open  an  office  in  Taipei,  Taiwan,  to  establish  contacts  to  land  po- 
tential future  cleanup  contracts.  This  is  not  to  say  that  the  small 
firms  don't  have  the  technical  expertise  to  solve  some  of  those  prob- 
lems, or  at  least  to  help  solve  them,  but  as  long  as  the  contracts 
are  sized  at  the  $10  million  water  purification  level,  the  small 
firms,  my  small  firms,  cannot  and  won't  participate.  If  the  opportu- 
nities are  going  to  be  beneficial  to  the  bulk  of  my  firms,  the  con- 
tracts must  match  their  financial  capabilities.  These  firms  are 
ready  to  apply  their  ideas  and  expertise  to  the  tasks  at  hand,  but 
they  can't  compete  for  these  large  contracts  and  maybe  shouldn't. 

The  association  is  often  approached  by  State  and  Federal  agen- 
cies with  requests  to  help  identify  firms  interested  in  exporting. 
Our  response  has  been,  what  is  the  nature  of  the  opportunities. 
The  reply  is  often,  multimillion  dollar  grant  projects  to  do  feasibil- 
ity studies  in  country  X  in  the  next  2  years. 

Assistance  agencies  such  as  the  U.S.  Department  of  Agriculture, 
USAID,  Department  of  Commerce  and  its  International  Trade  Ad- 
ministration, as  well  as  others  could  approach  the  situation  dif- 
ferently. Their  approach  could  be,  how  can  we  assist  in  breaking 
down  the  opportunities  into  smaller,  more  manageable  packages? 
The  question  is  not  who  is  interested  in  China,  the  question  is, 
what  are  the  opportunities  and  challenges  being  faced  in  China? 
From  there  we  can  determine  if  the  U.S.  firms  have  something  to 
offer. 
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What  can  the  development  agencies  then  do  to  incorporate  sub- 
contracting requirements  into  the  development  and  assessment 
grants  that  are  being  awarded  to  the  big  players.  Small  companies 
are  looking  for  opportunities  whether  they  be  prime  or 
subcontracted. 

The  second  barrier  is  the  lack  of  a  strong  regulatory  structure 
and  enforcement  in  those  developing  countries  where  the  largest 
opportunities  lie.  The  environmental  industry  in  this  country  is 
driven  by  regulations.  The  regulatory  structure  in  other  countries 
is  necessary  for  U.S.  exports.  It  has  been  our  experience  that  cor- 
porations do  not  spend  money  on  cleanup  efforts  because  they  are 
"green  corporate  citizens,"  they  do  so  in  response  to  a  regulatory 
structure  and  enforcement  mechanisms.  While  the  goal  of  the  envi- 
ronmental industry  certainly  is  to  demonstrate  to  pollution  genera- 
tors that  waste  prevention  and  pollution  control  makes  more  fiscal 
sense  than  remediation  and  clean-up,  we  are  still  driven  by  regula- 
tion. Environmental  compliance  is  seen  as  a  cost  and  not  as  a  cost- 
saving  measure. 

So,  in  addition  to  properly  sizing  the  projects,  it  might  be  valu- 
able to  augment  trade  missions  with  programs  to  export  the  experi- 
ence of  U.S.  regulatory  agencies,  such  as  Oregon's  Department  of 
Environmental  Quality.  By  assisting  foreign  agencies  to  develop 
and  enforce  environmental  regulations,  the  market  for  U.S.  envi- 
ronmental services  and  technologies  would  be  assisted.  At  this 
point,  I  want  to  add  that  I  had  this  discussion  with  some  people 
prior  to  this  and  what  we  are  not  suggesting  here  is  that  our  spe- 
cific environmental  regulations  be  exported,  our  levels  of  accept- 
ance of  air  pollution  or  water  pollution  and  soil  pollution,  but  just 
that  a  regulatory  structure,  or  something,  be  in  place  so  that  firms 
can  go  in  and  understand  what  the  playing  field  is  and  then  assess 
whether  what  they  have  is  going  the  be  applicable  to  the  problem. 

A  country's  environmental  regulatory  structure  could  then  be 
used  to  focus  the  efforts  of  U.S.  exporters.  While  there  may  exist 
problems  related  to  air,  water,  soil  pollution,  if  a  country  has  elect- 
ed to  target  air  pollution,  then  it  makes  no  sense  for  me  to  try  and 
encourage  my  water  pollution  people  to  go  over  and  market  their 
services.  The  regulatory  structure  and  available  funding  will  most 
likely  follow  government  regulatory  priorities.  Regulations  create 
opportunities,  they  represent  a  commitment  to  clean  up  if  combined 
with  adequate  enforcement.  We  are  not  suggesting,  again,  our  lock, 
stock  exportation  of  the  EPA,  but  in  Thailand  if  they  have  accumu- 
lated a  certain  amount  of  money  to  do  cleanup,  but  they  have  as- 
signed one  person  to  monitor  trie  entire  country,  to  enforce  that 
regulation,  then  it  gives  us  less  to  work  with. 

Specifically,  in  summary,  there  are  a  couple  of  things  that  we 
have  suggested  in  our  written  testimony.  Information  about  oppor- 
tunities that  reflect  an  understanding  of  the  size  of  companies  that 
make  up  this  industry,  if  the  goal  is  to  assist  small  companies, 
funding  only  very  large  cleanup  projects  is  not  the  answer.  I  have 
had  a  very  good  conversation  with  Bill  Schrage's  office  about  this 
and  I  feel  like,  for  the  first  time,  we  are  communicating  about  that. 
That  there  is  going  to  be  an  effort  to  understand  who  they  are  try- 
ing to  market,  rather  than  coming  to  me  with  these  enormous  op- 
portunities, to  understand  who  the  members  are  and  who  the  in- 
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dustry  is  and  match  applicable  or  appropriate  opportunities  with 
them. 

To  include  subcontracting  requirements  in  large  scale  inter- 
national cleanup  contracts,  to  involve  qualified  U.S.  firms,  we  are 
having  some  success  with  this  type  of  approach  at  Hanford.  Han- 
ford  has  typically  been,  and  large  domestic  sites  to  clean  up  have 
been,  dominated  by  Westinghouse  or  GE  or  Bechtel.  It  is  not  until 
we  go  in  and  say,  look  you  have  to  do  a  certain  percentage  of  your 
contracts  with  smaller  firms  that  the  smaller  firms  are  going  to 
benefit. 

Provide  a  means  to  facilitate  company-to-company  contact;  per- 
son-to-person contacts  are  generally  those  that  pay  off  once  an 
environmental  challenge  has  been  faced,  and  matching  a  foreign 
business  with  a  similar  U.S.  partner  is  a  logical  way  to  facilitate 
contacts.  Facilitate  professional  exchanges  between  U.S.  regulatory 
agencies  and  their  foreign  counterparts;  these  relationships  can  de- 
velop into  business  opportunities  through  recommendations  as  well 
as  education  about  the  types  of  technology  that  exist  and  the  com- 
panies which  are  able  to  provide  that  technology. 

One  I  added  while  listening  here  this  morning  is  that  we  are  not 
aware  of  half  the  programs  that  have  been  presented  and  that  is 
half  our  fault  and  that  is  half  their  fault.  We  need  to  make  a  bigger 
effort  to  find  out  what  is  out  there.  Then  I  would  hope  that  they 
would  cooperate  and  be  forthcoming  in  educating  my  members  on 
what  they  can  take  advantage  of  and  we  will  see  if  there  is  some- 
thing we  can  do  over  there. 

I  am  happy  to  answer  questions. 

[The  prepared  statement  of  Mr.  Welsh  can  be  found  in  the 
appendix.] 

Chairman  Frank.  Let  me  just  thank  you  all.  We  hear  a  lot  of 
testimony,  and  I  very  much  appreciate  your  being  as  much  to  the 
point  and  as  helpful  as  you  have  been.  People  tend  sometimes  to 
go  off  in  flights  of  rhetoric,  but  your  testimony  was  quite  specific 
and  to  the  point  and  very  relevant.  So  I  appreciate  it. 

Ms.  Furse. 

Ms.  Furse.  Thank  you. 

Mr.  Schrage,  in  the  TPCC  Report  they  talked  about  how  local 
and  regional  chambers  of  commerce  had  been  invaluable  in  provid- 
ing exporting  services  and  in  the  efforts  to  the  private  sector.  Do 
you  agree  with  that?  Have  the  local  and  regional  chambers  of  com- 
merce been  given  enough,  or  too  much,  responsibility  and  what  has 
been  their  response  to  exporting  assistance? 

Mr.  Schrage.  Here  in  Portland,  the  Portland  Metropolitan 
Chamber  of  Commerce  has  an  excellent  international  trade  pro- 
gram managed  by  Carl  Kato,  who  I  believe  is  present  here  today, 
and  several  subcommittees  basically  focused  on  different  regions  of 
the  world  and  many  people  who  volunteer  their  time  to  be  a  part 
of  these  committees  who  are  experts  in  these  parts  of  the  world, 
including  substantive  skills  like  banking  or  shipping  or  marketing. 
I  guess  earlier  I  said  marketing  is  all  of  that,  too,  didn't  I?  We  find 
working  with  the  Portland  Chamber  is  a  very  productive  partner- 
ship here. 

Without  going  into  detail  I  will  just  say  that,  around  the  State 
we  contact  the  other  chambers  as  we  travel.  We  let  them  know 
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what  we  do.  We  try  to  use  them  to  find  new  exporters  by  partici- 
pating in  their  seminars  and  things  like  that,  but,  possibly  because 
of  it  size,  the  chamber  here  in  Portland  is  noteworthy  in  terms  of 
its  international  programs.  Based  on  my  previous  experience  living 
in  Washington  State,  I  think  they  compare  quite  favorably  to  any 
chambers  up  there,  too.  So,  I  think  in  the  Pacific  Northwest,  they 
are  quite  standout. 

Ms.  McNeese.  Can  I  say  something  about  that?  I  think  there  is 
a  distinction  between,  in  the  Portland  metro  area,  the  chamber  is 
a  forum  for  discussion,  ideas,  information  sharing  and  in  Eugene 
the  Willamette  International  Trade  Center  is  co-located  with  a 
chamber  and  there  is  a  very  close  working  relationship  on  specific 
programs. 

Ms.  Furse.  Would  you  see  them  as  being  a  place  and  an  oppor- 
tunity to  do  this  education?  Everybody  here  has  said,  in  some  way 
or  another,  education,  we  need  to  link  the  information  to  the  busi- 
nesses. Is  that  a  forum  for  that  kind  of  education,  in  your  view? 

Ms.  McNeese.  Absolutely,  it  is  being  used  like  that  now. 

Ms.  Furse.  Dr.  Barker,  you  actually  said  that  you  have  not  had 
much  opportunity  to  use  these  services.  How  did  you  break  into 
this  export  without  the  help  of  these  organizations?  Can  you  de- 
scribe a  little  bit  more  how  you  actually  started  doing  that  for 
other  small  businesses  who  might  be  here,  present? 

Ms.  Barker.  Yes.  We  did  some  market  analysis  basically  and 
tried  to  identify  those  countries  that  we  felt  would  be  receptive  to 
the  product.  We  did  some  analysis  in  terms  of  regulation,  what  re- 
quirements were  there  for  export,  and  so  forth,  and  then  went  out 
looking.  We  started  in  France  and  Germany,  which  are  quite  dif- 
ferent in  terms  of  their  regulatory  requirements  for  these  kinds  of 
products.  Germany  is  very  much  like  the  United  States  in  terms 
of  being  fairly  onerous  in  its  requirements.  France,  on  the  other 
hand,  is  a  much  more  open  kind  of  market  for  United  States  prod- 
ucts, medical  products.  We  started  with  one  distributor,  basically, 
and  from  there  we  took  that  pilot  program  and  just  went  looking 
for  other  good  distribution  partners. 

It  has  been  very  expensive.  We  have  invested  a  lot  of  money  in 
this  activity,  and  continue  to  do  so.  We  believe  that  it  probably  is 
our  biggest  area  for  revenue  growth,  simply  because  I  believe  that 
small  businesses  actually  have  an  easier  time  competing  outside 
the  United  States.  If  it  were  a  level  playing  field  relative  to  getting 
your  receivables,  and  so  forth,  I  think  it  would  be  much  easier,  at 
least  in  the  medical  products  area,  outside  the  United  States.  Since 
the  domestic  marketplace  is  controlled  by  a  few  very  large  diag- 
nostics companies  and  you  have  to  compete  here  much  more  tena- 
ciously than  you  do  outside  the  United  States. 

Ms.  Furse.  Would  Mr.  Welsh  and  you,  would  you  use  a  one-stop 
shopping  center  for  export  opportunities,  something  large,  say,  in 
the  World  Trade  Center  if  that  were  possible,  where  you  could 
come  and  find  all  this  array  of  assistance,  would  you  have  used  it 
as  a  startup? 

Ms.  Barker.  Speaking  for  myself,  most  assuredly.  My  director  of 
marketing  and  sales  is  with  me  today  and  the  chief  financial  officer 
who  do  the  day-to-day  kind  of  work  on  this,  as  well  as  deal  with 
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the  issues  that  arise  day-to-day,  and  they  may  wish  to  comment  as 
well. 

Chairman  Frank.  Feel  free  if  either  or  both  do.  Please  come  for- 
ward and  use  a  mike,  simply  so  that  we  get  it.  Just  give  your  name 
and  speak  into  the  microphone  for  the  purposes  of  the  recording. 

Mr.  Pitcher.  My  name  is  John  Pitcher  and  I  am  the  chief  finan- 
cial officer  of  International  BioClinical. 

We  would  welcome  the  opportunity  to  know  more  about  the  pro- 
grams that  are  available.  We  became  aware  of  the  Export-Import 
Bank  several  years  ago  through  our  banking  relationship  here. 
Some  of  the  other  programs,  as  Dr.  Barker  has  mentioned,  we  have 
not  been  aware  of  previously.  If  there  were  one  place  where  we 
could  go  to  find  out  about  the  programs,  we  naturally  would  not 
have  need  for  all  of  the  programs  that  are  there,  we  would  appre- 
ciate having  some  programs  available  that  probably  aren't  there, 
but  the  important  thing  is  that  we  would  know  what  the  programs 
were  and  be  able  to  educate  ourselves  further  and  take  advantage 
of  the  programs  that  were  appropriate. 

Ms.  Furse.  Thank  you. 

Mr.  Welsh,  what  about  the  firms  you  work  with? 

Mr.  Welsh.  Absolutely,  we  would.  My  thought  is  that  if  the  one- 
stop  shop  could  include  a  place  where  they  could  do  some  market 
research  before  we  even  get  to  any  of  the  financing.  They  have  pre- 
liminary questions  about  whether  to  pursue  this.  They  hear  lots  of 
dollars  and  about  what  the  international  market  is  going  to  rep- 
resent to  them  in  the  future,  but  how  it  hits  the  ground  for  them, 
they  are  not  sure.  The  State  of  Oregon  Economic  Development  De- 
partment has  a  good  program,  the  International  Trade  Division, 
where  they  will  actually  sit  down  with  my  members  and  do  a  pre- 
liminary look  at  what  is  over  there  and  what  are  the  opportunities. 
Then  maybe  we  would  avail  ourselves,  once  we  get  to  that  point. 
I  just  don't  feel  like  we  are,  for  the  most  part,  even  there  yet. 

Chairman  Frank.  If  you  gentlemen  would  yield  for  a  second,  let 
me  just  ask  Mr.  Schrage  this. 

Do  you  have  a  library?  I  mean  that  sounds  like  the  Foreign  Com- 
mercial Service.  If  someone  wanted  to  do  some  sort  of  prospecting 
about  the  market,  would  they  come  to  you?  Would  you  know  that? 
If  somebody  said,  I  would  like  to  sell  such  and  such,  is  there  any 
kind  of  a  data  bank  in  the  Federal  government  where  someone 
might  come  and  plug  in  their  request  and  look  for  that?  If  not,  that 
is  the  kind  of  thing  that  we  might  be  encouraging  people  to  have. 
Obviously,  not  specific  to  this  or  that  company,  but  what  particular 
area  might  be  looking  for  these  kinds  of  things? 

Mr.  Schrage.  There  is  a  National  Trade  Data  Bank  which  is  a 
compilation  of  about  20  different  Federal  agencies'  market  re- 
search, both  domestic  and  foreign,  which  is  available  throughout 
the  Federal  depository  libraries  around  the  country. 

Chairman  Frank.  So  then  a  company  could  get  access  to  that? 

Mr.  Schrage.  That  is  for  general  public  use,  sir.  For  our  clients, 
the  people  we  work  with  most  closely,  we  do  a  lot  of  market  re- 
search for  them  and  we  use  the  NTDB  internally  as  a  tool  to  help 
them. 
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Chairman  Frank.  So  one  of  the  component  companies  for  Mr. 
Welsh  could  come  to  you  and,  in  other  words,  that  is  one  of  the 
services  you  would  be  able  to  offer? 

Mr.  Schrage.  Yes,  that  is  correct. 

Ms.  McNeese.  In  addition  to  that,  a  small  SBA  grant  has  pur- 
chased the  equipment  so  that  the  National  Trade  Data  Bank  is 
available  right  here  in  the  World  Trade  Center  through  the  Small 
Business  International  Trade  Program  and  there  is  staff  to  assist 
the  clients  right  now  and  it  is  being  used  as  part  of  their  develop- 
ing and  marketing  plan. 

Chairman  Frank.  We  had  somebody  that  wanted  to  answer. 
Please  state  your  name  and  speak  into  the  mike. 

Mr.  Schill.  My  name  is  Jim  Schill.  I  am  Director  of  USAID  on 
the  west  coast. 

Congressman  and  Congresswoman,  a  couple  of  things  to  augment 
what  Bill  said,  Bill  Schrage,  there  are  a  number  of  data  banks,  a 
number  of  useful  inventories  of  information  that  can  be  made  avail- 
able. For  example,  the  United  States/Asia  Environmental  Partner- 
ship. AID  keeps  a  data  bank,  for  example,  on  the  west  coast  that 
can  access  emerging  markets  in  developing  countries,  whether  it  is 
Thailand  or  India  or  elsewhere  in  Latin  America.  So  there  are  a 
number  of  useful  information  bases  out  there  that  companies  can 
use  and,  by  the  way,  we  have  been  co-located  with  our  colleagues 
here,  USAID  and  the  Department  of  Commerce  and  the  SBA,  for 
about  2V2  years  and  it  has  been  very  collaborative. 

Thank  you. 

Chairman  Frank.  Can  I  just  say,  in  case  somebody  is  not  fully 
cognizant  about  language,  "co-located"  means  they  are  in  the  same 
place.  Not  everybody  understands  this.  We  had  to  explain  that 
"redact"  means  cross-out  and  that  was  a  very  good  one. 

Ms.  Furse.  Yes,  we  have  had  a  lot  of  that. 

Ms.  McNeese.  I  want  to  correct  Mr.  Schill.  SBA  is  not  housed 
in  the  World  Trade  Center.  We  are  in  a  separate  facility. 

Ms.  Furse.  It  does  occur  to  me,  Mr.  Chairman,  that  just  hearing 
this  that  maybe  we  might  plan  for  some  kind  of  a  day-long  seminar 
where  the  beginning  of  this  could  happen,  where  everybody  could, 
at  least,  come  and  see  the  opportunities.  I  wonder  if  that  might  be 
something  that  this  community  would  be  interested  in. 

Mr.  Lowles. 

Mr.  Lowles.  If  I  could  mention  one  thing.  The  Small  Business 
International  Trade  Program  that  Inge  talked  about  a  minute  ago 
has  a  program  called  the  First  Friday  Program  and  the  first  Friday 
of  every  month  here  in  the  World  Trade  Center  in  the  afternoon 
small  businesses  or  anybody  is  welcome  to  come  and  hear  from  rep- 
resentatives of  the  Department  of  Commerce  of  this  State,  a  bank- 
er, a  freight  forwarder,  members  of  a  support  group,  if  you  will,  for 
the  international  trade  community.  So  I  think  we  have  some  of 
that  already  in  place  here. 

Chairman  Frank.  If  you  did  nine  first  Fridays,  you  could  get  cer- 
tain religious  benefits. 

Ms.  Furse.  Religious  benefits  for  the  rest  of  your  life. 

Chairman  Frank.  Let  me  just  say,  in  answer  to  Ms.  Furse's 
question,  I  would  assume,  and  let  me  just  ask  this,  that  if  she  were 
to  have  a  day-long  session  in  cooperation  with  these  organizations 
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and  invite  small  businesses  to  come,  that  the  agencies  would  be 
glad  to  staff  such  an  occasion  and  have  people  who  would  explain 
all  the  programs,  walk  people  through  it,  and  show  how  they  could 
deal  with  that.  I  assume  all  of  you  would  agree  to  that. 

Mr.  Welsh.  They  have  in  the  past  and  the  only  thing  that  has 
been  lacking  is  that  my  members  are  starting  to  get  back  to  me 
and  saying,  don't  have  another  international  trade  seminar  where 
you  bring  people  and  they  tell  me  that  this  is  worth  $100  billion 
over  the  next  10  years.  I  mean,  we  have  done  this  with  the  Federal 
procurement  realm  and  what  works  the  best  is  when  we  come  and 
bring  to  the  table  a  $10,000  widget  and  the  RFP  and  they  can  look 
at  it  and  touch  it. 

Chairman  Frank.  I  understand,  but  what  you  seem  to  me  to  be 
saying  is  that  people  aren't  aware  that  they  can  come  and  do  that 
and  that  what  you  need  is  for  people  to  know  that  these  are  the 
resources  available. 

Mr.  Welsh.  If  those  types  of  resources  could  be  available  at  a 
seminar  like  that  where  they  hit  the  ground  and  it  was  something 
they  could  look  at,  then  there  would  be  more  interest. 

Ms.  Furse.  The  new  Federal  Acquisition  Reform,  which  we  have 
just  been  working  on,  I  have  been  on  the  conference  committee,  is 
to  really  look  at  how  we  can  make  those  smaller  projects  available, 
the  things  for  a  small  business.  In  fact,  there  is  a  5  percent  that 
will  be  set  aside  for  women-owned  business.  There  will  be  a  per- 
centage set  aside  for  disadvantaged  businesses.  So  that  that  oppor- 
tunity is  there  for  the  smaller  business,  so  that  you  don't  have  to 
have  a  $10  million  opportunity. 

Chairman  Frank.  Yes,  sir.  Please  go  ahead. 

Mr.  Martin.  Thank  you. 

I  am  Charles  Martin,  Director  of  Marketing  and  Sales  for  IBC, 
and  I  want  to  follow  up  on  your  comment  made  earlier  from  Con- 
gresswoman  Furse,  with  the  one-stop  shopping  because  I  think  it 
is  important  to  bring  it  up. 

As  Dr.  Barker  mentioned,  we  started  off  in  one  country  and  that 
was  France  and  we  expanded  from  that  operation.  If  there  were 
some  way  that  we  could  have  programs,  I  am  not  talking  about 
product  exhibition  programs  that  exist  today  where  you  have  cus- 
tomers interfacing  directly  with  suppliers  and  manufacturers,  the 
programs  to  bring  companies  together,  but  strategic  partnering 
programs  that  bring  companies  in  the  United  States  with  compa- 
nies in  Europe  together  in  one  conference  center  to  discuss  oppor- 
tunity and  their  products,  these  programs  would  have  to  be,  I 
think,  very  specialized. 

Example.  A  program  for  medical  technology,  of  course,  which  is 
our  interest,  programs  for  software,  electronics,  those  kinds  of 
things  to  do  two  things  because  I  spent  many,  many  months  and 
probably  3  years  in  developing  our  relations,  which  is  very  costly 
for  a  small  business,  and  this  could  be  made  more  efficient  that 
way.  That  is  one  aspect  of  it. 

The  other  aspect  of  it  would  be  programs  for  strategic  partnering 
because  it  is  not  the  distribution  of  our  products  that  is  important 
to  us,  but  also  finding  people  who  want  to  be  involved  with 
codevelopment  activities,  technology  acquisition,  those  kinds  of 
things.  So  I  just  wanted  to  add  a  comment  to  that. 
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Thank  you. 

Ms.  Furse.  Thank  you,  that  is  very  helpful. 

I  have  one  more  question,  Mr.  Chairman,  if  I  may? 

Mr.  Kaiser,  in  certain  cases  I  have  heard  that  many  States, 
Oregon  being  one  of  them,  have  found  that  the  City/State  Program 
is  not  financially  feasible.  What  would  you  suggest?  What  is  your 
response  to  that  and  do  you  think  there  are  alternative  programs 
for  States  like  Oregon  to  participate  in? 

Mr.  Kaiser.  I  think  what  you  are  referring  to  is,  we  have  a  re- 
quirement for  membership  in  the  City/State  Program  that  two  indi- 
viduals from  the  State  with  appropriate  backgrounds,  and  this 
means  primarily  a  financial  background,  come  to  Washington,  DC, 
for  what  amounts  to  2  weeks  of  very  intensive  training.  That  has 
been  an  impediment  for  some  States.  However,  I  have  to  be  frank, 
I  started  this  program  in  1988  with  3  States,  Massachusetts  being 
1  of  them,  and  we  are  now  over  30  States  and  I  expect  by  the  end 
of  this  year  we  will  be  roughly  35  States.  I  think  what  is  driving 
States  right  now  is  the  fact  of  the  Export  Assistance  Centers. 

I  see  that  as  a  key  element  in  a  successful  Export  Assistance 
Center  that  they  have  a  State  trained  in  Ex-Im  Bank  and  SBA  and 
other  Federal  financial  programs.  So,  although,  the  cost,  and  espe- 
cially it  is  a  problem  for  the  west  coast  I  understand  that,  the  cost 
of  sending  two  people  to  Washington,  DC,  for  that  training — we 
don't  charge  for  the  training,  of  course — is  increasingly  being  over- 
come by  States  who  feel  that  their  membership  in  that  program  is 
very  important  to  enhance,  if  you  will,  the  Export  Assistance  Cen- 
ter, district  or  regional  office  that  they  have  or  will  have,  over  the 
next  year  or  two. 

Ms.  Furse.  When  we  have  an  Ex-Im  Bank  presence  in  Seattle, 
could  you  do  that  training  on  the  west  coast  or  does  it  have  to  be 
back  in  Washington? 

Mr.  Kaiser.  Well,  one  of  the  things  I  was  working  on,  and  have 
been  working  on  now  for  about  3  or  4  years,  is  the  Pacific  North- 
west economic  region.  I  have  been  out  to  Seattle  several  times 
meeting  with  most  of  the  State  senators  who  are  the  management, 
if  you  will,  of  this  economic  region.  The  idea  would  be  for  Oregon, 
Washington,  Alaska,  and  Idaho,  and  Montana  on  the  American 
side,  to  join  into  a  superregional  City/State  Program.  We  have  a 
highly  successful,  but  small,  regional  program.  I  call  it  the  Top  of 
New  England.  It  is  Maine,  New  Hampshire,  and  Vermont,  and  they 
are  doing  extraordinarily  well,  10  or  11  million  dollars'  worth  of 
business  a  year,  by  cooperating  together  in  the  marketing  and  the 
financing. 

Let  me  just  explore  that  for  a  second  because  I  think  it  is  ger- 
mane here.  The  problem  that  those  three  States  had,  this  is  typical 
of  the  problem  that  Oregon  has  expressed  to  me,  is  they  couldn't 
afford  to  send  two  people  from  each  State  to  Washington,  DC,  for 
the  training.  So  what  they  chose  to  do  is  work  together  as  a  unit 
and  they  sent  four  people,  two  from  New  Hampshire,  one  of  whom, 
in  the  financial  aspect  of  this,  is  centered  in  New  Hampshire,  and 
marketing  people,  one  for  the  State  of  Maine  and  one  for  the  State 
of  Vermont.  They  put  all  of  their  applications  through  New  Hamp- 
shire for  the  processing  of  applications  to  Ex-Im  Bank  because  they 
have  a  person  who  is  an  ex-banker  and  knows  very  well  what  we 
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are  looking  for  and  the  material  we  need  and  so  forth.  I  thought 
this  had  a  wonderful  application  here  in  the  Pacific  Northwest. 

I  know  there  has  been  an  ongoing  dialog.  In  fact,  they  just  had 
a  PNWR  meeting  in  Canada  in  the  last  month  or  two.  I  think  that 
this  would  overcome — I  mean  Montana  has  the  same  problem  that 
you  have.  Idaho  has  the  same  problem.  Oregon  has  the  same  prob- 
lem. Washington  does  not  have  that  same  problem,  but  it  seems  to 
me  since  you  are  already  into  economic  development  on  a  coopera- 
tive basis  through  the  Pacific  Northwest  Economic  Program,  that 
adding  a  City/State  Regional  Program  would  just  add  that  extra  di- 
mension to  provide  more  access  to  the  Ex-Im  Bank  programs. 

I  am  willing  to  admit  we  don't  have  the  staff  to  go  out  and  call 
on  80,000  companies.  So  we  are  trying  to  decentralize  our  pro- 
grams through  the  City/State  Program  and  clearly  the  interest 
among  the  States  has  been  very  high  and  is  presently  growing. 

Ms.  Furse.  I  would  certainly  encourage  that  because  I  think  it 
is  very  helpful  if  we  see  the  presence  and  are  able  to  work  together. 
Although,  I  think  my  distinguished  colleague,  Don  Young,  wouldn't 
like  this  when  I  say  it,  but  Alaska  is  a  little  different  to  all  of  us. 
Alaska  is  very  much  its  own  region. 

Thank  you  very  much.  I  have  no  more  questions. 

Chairman  Frank.  Thank  you.  There  are  various  things  that  we 
will  be  following  up  on,  and  we  will  get  back  to  them.  I  just  had 
a  couple  of  questions. 

First,  Mr.  Schrage,  on  the  CRA  issue,  you  raised  the  question  of 
the  Community  Reinvestment  Act,  my  assumption  would  be  that 
where  they  sell  is  irrelevant,  but  where  they  employ  people  would 
be  relevant.  I  mean,  you  receive  CRA  credits,  and  it  is  going  to  re- 
main relevant  for  a  long  time.  Nobody  ought  to  think  that  is  going 
away.  If  anything,  it  might  get  expanded  to  some  of  the  competitive 
financial  institutions  that  now  don't  have  to  do  it,  and  I  think  that 
is  fairness. 

The  CRA  credit  would  exist  if  you  made  loans  to  small  busi- 
nesses in  the  bank  service  area.  The  key  on  the  CRA  is  where  the 
employment  is,  rather  than  where  the  product  is.  So  there  is  no 
disadvantage  to  being  an  exporter.  If  you  are  employing  people  in 
a  particular  area,  I  think  I  am  correct,  you  take  your  CRA  credit. 

One  other  point  I  have  to  stress,  and  I  kept  stressing,  is  how  the 
government  and  private  sector  have  to  be  partners.  Many  in  this 
country  have  come  to  believe  that  less  government  is  automatically 
better,  that  anybody  who  votes  for  any  cut  has  done  a  good  thing 
and  that  less  is  better.  I  think  virtually  every  member  of  the  panel 
has  suggested  something  that  would  mean  an  increase  in  the  defi- 
cit at  some  point  or  another.  Now,  that  doesn't  mean  the  overall 
deficit,  because  most  people  would  like  to  offset  what  they  want 
more  of  by  giving  somebody  else  less  of  something.  It  was  said  that 
the  Export-Import  Bank  is  understaffed,  that  is  true.  Now  the  fact 
is,  and  it  probably  has  to  do  with  the  government  accounting,  the 
way  our  accounting  works,  if  we,  in  fact,  add  to  the  government's 
budget  and  the  consequence  of  that  is  increased  private  sector  ac- 
tivity, we  don't  get  the  offset.  That  would  count  as  an  increase  in 
the  deficit.  The  Congressional  Budget  Office  would  say,  well,  you 
added  these  people. 
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Now,  these  people  that  we  added  might  very  well,  and  my  guess 
is  if  we  did  it  sensibly  they  would,  be  generating  more  money  for 
the  United  States,  more  exports,  more  taxes  being  paid  by  workers 
and  by  businesses,  but  we  don't  get  the  budgetary  consequence  of 
that.  I  understand  because,  frankly,  at  that  point  everybody  would 
tell  you  that  if  you  do  my  thing  you  will  make  all  this  extra  money, 
but  I  did  just  want  to  make  this  point.  Obviously,  we  have  to  deal 
carefully  with  Federal  funding.  But  this  notion  that  any  cut  in  the 
Federal  budget  is  a  good  thing.  Understand  when  you  hear  about 
across  the  board  cuts  that  will  probably  mean  less  Export-Import 
Bank  staffing. 

You  mentioned,  Mr.  Lowles,  quite  properly,  one  of  the  problems 
is  the  levels  of  the  fees,  and  so  forth.  Well,  those  fees  count  as  gov- 
ernment revenue,  as  you  know.  So  anytime  we  reduce  the  fees  we 
are,  according  to  the  Congressional  Budget  Office,  increasing  the 
deficit.  Any  reduction  in  what  the  Federal  Government  takes  in 
adds  to  the  Federal  deficit,  even  if,  in  fact,  that  stimulates  the 
economy  in  a  way  that  would  mean,  overall,  we  would  be  better  off. 

There  are  no  easy  ways  around  that,  but  I  do  suggest  to  people, 
the  next  time  people  talk  about  all  government  spending  in  an  un- 
differentiated way,  that  some  government  spending  makes  more 
sense  than  other  government  spending.  I  think  that  is  particularly 
the  case,  as  you  have  all  helped  make  clear,  when  we  are  dealing 
in  the  international  arena,  because  we  are  in  a  competitive  situa- 
tion internationally. 

If  the  U.S.  government  unilaterally  abstains  from  the  kind  of  ac- 
tivity that  many  other  nations  engage  in,  American's — quality  to 
the  contrary  notwithstanding — will  be  at  a  disadvantage.  That  is 
particularly  true,  say,  in  the  European  Community  where  they 
happen  to  be  near  each  other  and  they  got  all  those  other  advan- 
tages. French  and  German  companies  will  be  at  an  advantage  in 
selling  to  each  other;  you  will  be  at  a  disadvantage.  So  I  think 
those  are  all  important  issues  in  terms  of  these  things. 

Let  me  just  ask  one  important  question,  Mr.  Kaiser.  I  have 
talked  about  this  with  Mr.  Brody.  Mr.  Lowles  raised  a  point  about 
the  underwriting  standards  and  I  think  others  did,  too,  or  maybe 
it  was  Mr.  Schrage.  Your  underwriting  standards  are  the  same  as 
Mr.  Lowles.  Should  they  be,  or  should  we  say,  from  the  standpoint 
of  the  Federal  Government  because  there  are  a  lot  of  advantages 
here,  we  will  do  a  little  risk  taking?  Now,  I  know  in  the  War  Chest 
situation  we  do  that,  but  there  the  argument  is  that  we  are  trying 
to  offset  a  subsidy  offered  by  another  government.  Should  the  un- 
derwriting standards  of  the  Federal  Government  and  the  Export- 
Import  Bank  be  the  same  as  a  commercial  bank? 

Mr.  Kaiser.  They  should  not  be  the  same,  nor  are  they  the  same. 
We  do  have  in  our  charter  a  requirement  that  Ex-Im  Bank  support 
transactions  where  we  have  a  reasonable  assurance  of  repayment. 

Chairman  Frank.  You  have  already  proved  to  me  that  you  have 
altered  standards,  because  the  last  time  I  went  into  a  bank  to  get 
a  mortgage  they  didn't  say,  "Can  you  reasonably  assure  me  that 
you  will  pay  this  off?" — they  wanted  more  than  that.  So  I  think 
reasonable  assurance  is  already  a  different  standard. 

Mr.  Kaiser.  We  use  the  same  approach.  We  do  the  same  analysis 
as  commercial  banks,  using  the  same  techniques.  However,  we  per- 
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mit  a  much  looser  approach  to  this  area  than,  say,  a  typical  com- 
mercial bank  would.  For  example,  let  me  give  you  a  couple  of  illus- 
trations and  I  am  an  ex-commercial  banker,  so  I  am  not  knocking 
the  industry.  Let  me  just  give  you  a  typical  illustration.  A  small 
company  goes  to  their  commercial  bank  with  the  opportunity  to  sell 
one-quarter  of  a  million  dollars'  worth  of  product  to  China  and  they 
are  going  to  need  $150,000  of  additional  working  capital  in  order 
to  buy  the  raw  materials  to  build  the  inventory  to  ship  to  the  Chi- 
nese. Now,  the  bank  may  have  a  number  of  reactions  to  it. 

One  of  the  problems  that  banks  have  with  this  type  of  trans- 
action is  the  collateral  is  going  to  China.  If  this  person  defaults, 
how  are  they  going  to  get  that  back?  That  is  a  very  practical  im- 
pediment. The  bank  may  say,  you  are  up  against  the  limit  of  your 
line  of  credit,  your  debt  equity  ratio  is  higher,  or  will  be  higher, 
than  the  bank  permits  and,  of  course,  they  have  learned  all  these 
things  from  real  experience  over  the  years.  The  bank  will  accept, 
perhaps,  only  finished  goods  inventory  as  acceptable  collateral  or 
domestic  receivables,  accounts  receivable. 

What  Ex-Im  Bank  does  is,  for  example,  and  I  want  to  respond 
a  little  bit  to  Tom  because  he  is  talking  a  little  bit  about  ancient 
history  in  the  way  Ex-Im  Bank  runs  its  working  capital  guarantee, 
we  will  accept  as  collateral,  for  example,  the  raw  materials  that  the 
company  is  proposing  to  buy  with  the  proceeds  of  the  loan. 

Now,  a  commercial  bank  won't,  and  for  very  good  reasons  will 
not  accept  raw  materials  nor  work  in  process  as  acceptable  collat- 
eral. We  will  accept  foreign  accounts  receivable  up  to  60  days  past 
due.  We  will  take  fixed  assets  as  acceptable  collateral.  We  don't 
look  at  the  same  guidelines  on  debt  equity  ratios  and  we  have  done 
some  transactions  that  I  can  assure  you  we  really  held  our  noses 
on  and  went  ahead  and  did  them. 

Most  of  the  companies  that  use  Ex-Im  Bank  programs  and  the 
working  capital  guarantee  have  negative  working  capital.  It  is  not 
uncommon  for  them  to  have  negative  net  worth.  We  don't  go  out 
and  solicit  that  type  of  business,  but  it  is  not  uncommon  to  see  it. 

Now,  we  did  $150  million  in  this  program  last  year.  We  have 
done  about  $1.9  billion  since  we  started  this  program  in  1983  and 
this  year  we  are  going  to  do  about  10  or  15  percent  higher  than 
we  did  last  year.  So  I  think  it  is  a  highly  successful  program.  We 
may  want,  we  very  often  want,  the  guarantee  of  the  principals  of 
the  company  because  that  is  where  the  money  is.  The  company  it- 
self is  classically  undercapitalized.  We  very  often  require  that  they 
also  take  out  one  of  our  insurance  policies.  It  is  not  just  an  attempt 
to  boost  our  revenues,  but  rather  the  reality  is  that  this  company 
is  so  marginally  capitalized  that  if  the  foreign  buyer  doesn't  pay, 
or  Chinese  buyer  in  this  illustration,  this  company  is  not  going  to 
have  sufficient  capital  to  absorb  that  loss. 

What  we  are  going  to  do  is  pay  off  the  bank  and  then,  as  I  call 
him,  Earthquake  McGoon  from  our  collection  department  is  going 
to  show  up  and  see  if  we  can't  get  our  money  back.  We  take  that 
as  a  very  serious  obligation.  After  all,  Congress  mandates  us  to 
have  reasonable  assurance  of  repayment. 

So  you  have  to  think  of  Ex-Im  Bank  as,  we  were  Boeing's  bank, 
we  were  Westinghouse's  bank,  big  transactions  for  big  sophisti- 
cated exporters,  big  sophisticated  foreign  buyers.  In  1983,  Congress 
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mandated  that  we  do  more  for  small  business  which  gave  rise  to 
our  working  capital  guarantee.  This  was  a  new  world  to  Ex-Im 
Bank  and  has  taken  us  a  long  time  to  realize  that  you  can  extend 
this  type  of  facility  and,  in  fact,  the  transaction  goes  ahead  beau- 
tifully and  the  banks  are  repaid  very  successfully. 

Chairman  Frank.  My  recollection  is  that  the  current  governor  of 
Washington,  who  was  then  on  the  Banking  Committee,  Mike 
Lowry,  was  one  of  those  who  was  in  the  lead  during  that. 

I  think  you  may  have  again  reinforced  a  point  that  has  been  a 
constant  tneme  here,  Mr.  Kaiser,  when  you  said  that  that  might 
be  ancient  history  or  a  few  years  back.  That  is,  things,  I  think, 
have  moved  in  this  direction.  America  was  not  very  export  con- 
scious 20  years  ago,  and  there  has  been  this  effort  to  move,  at 
various  levels,  in  that  direction.  This  may  be  again  a  case  where 
people  had  an  experience  10  or  15  or  even  8  years  ago  and  the 
standard  appeared  to  them  to  be  too  rigid;  then  they  figure  time 
is  money. 

Of  course,  what  I  have  found,  particularly  with  small  businesses, 
the  problem  is,  in  part,  that  there  is  a  limited  number  of  talented 
people  to  go  around.  So  if  somebody  takes  a  couple  of  days  off  to 
go  get  the  loan,  then  production  slips  because  people  are  chief, 
cook,  and  bottle  washers  of  their  whole  operation.  So  that  is  an- 
other example  of  our  wanting  to  move  in  that  direction. 

I  have  a  couple  of  other  questions  I  wanted  to  ask  Ms.  McNeese; 
somebody  mentioned  the  $750,000  limit. 

Ms.  McNeese.  Yes,  that  is  the  total  exposure. 

Chairman  Frank.  Is  that  statutory  or  regulatory? 

Ms.  McNeese.  Statutory. 

Chairman  Frank.  Statutory.  I  wonder,  would  it  make  sense  for 
us,  because  there  would  obviously  be  some  resistance  to  increasing 
it  just  in  general,  but  might  it  make  some  sense,  I  ask  all  of  you 
this  just  off  the  top  of  my  head,  to  have  separate  domestic  and 
international  business  limits? 

Ms.  McNeese.  I  think  there  is  already  an  example  where  that 
has  occurred.  In  our  7(a)  term  lending  there  is  a  special  inter- 
national trade  loan  where  the  exposure  can  go  up  to  $1  million. 

Chairman  Frank.  It  is  not  held  against  you  on  the  other  one? 

Ms.  McNeese.  Yes,  it  counts.  They  all  count,  but  the  point  I  am 
trying  to  make  is,  there  already  is  an  exception  that  exists  where 
the  increase,  specifically  for  international,  has  been  in  effect.  That 
is  in  term  lending  for  international  purposes.  If  you  can  prove  you 
have  been  adversely  affected  by  import  competition,  there  the  level 
is  $1  million  for  fixed  asset  financing  and  $250,000  for  working 
capital.  So  you  have  already  an  instance  where  that  has  happened 
and  so  I  think  there  is  good  reason  to  explore  that. 

Chairman  Frank.  Mr.  Kaiser. 

Mr.  Kaiser.  Thank  you.  Let  me  address  the  TPCC  and  the  har- 
monization effort.  Fundamentally,  as  you  know,  there  have  been 
two  U.S.  government  working  capital  programs  for  exports,  the  Ex- 
Im  Bank  Working  Capital  Guarantee  and  the  Export  Revolving 
Line  of  Credit  of  the  SBA.  On  October  1,  we  will  begin  a  program 
of  harmonizing  these  two  programs  and  the  way  this  will  work  is 
that  for  transactions  up  to  $750,000,  SBA  will  book  that  business. 
For  transactions  larger  than  that  amount,  $750,001  and  up,  Ex-Im 
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Bank  will  book  that  transaction.  We  will  have  cross-delegated  au- 
thority, meaning  that  SBA,  depending  upon  the  nature  of  the 
transaction,  can  book  a  deal  under  Ex-Im  Bank  if  it  is  more  than 
their  limit. 

Chairman  Frank.  What  would  the  total  be? 

Mr.  Kaiser.  It  would  be  $750,000  for  SBA  and  then  any  trans- 
action in  excess  of  $750,000. 

Chairman  Frank.  So  that  is  a  de  facto  separation  between  do- 
mestic and  export  because  that  is  what  you  do. 

Mr.  Kaiser.  The  documentation  will  be  the  same.  The  guarantee 
will  be  a  90-percent  guarantee.  They  are  going  to  raise  theirs,  we 
are  going  to  reduce  ours. 

Chairman  Frank.  That  is  where  you  are  going  to  get  both  to  the 
90  percent? 

Mr.  Kaiser.  That  is  right,  and  the  bank,  the  lending  bank,  the 
commercial  bank,  can  separately  collateralize  the  10  percent  that 
they  are  at  risk  under  the  transaction,  which  we  would  not  permit 
when  our  guarantee  was  less  than  100  percent. 

Chairman  Frank.  That  means  that  the  borrower  need  only 
collateralize  the  10  percent  in  that,  in  the  personal  sense. 

Mr.  Kaiser.  Because  he  is  guaranteed  on  the  first  90  cents  and 
then  the  other  10  cents  he  can  separately  collateralize. 

Mr.  Lowles.  Could  I  ask,  Mr.  Kaiser,  is  the  loan  approval  over 
$750,000  going  to  be  out  of  Washington  or  will  the  local  office  of 
the  SBA  be  able  to  do  that? 

Mr.  Kaiser.  Because  SBA  will  have  delegated  authority  from  Ex- 
Im  Bank  they  will  be  able  to  approve  it  locally.  In  addition,  we  are 
announcing,  again  on  October  1,  a  new  delegated  authority  pro- 
gram for  commercial  banks  and  we  are  raising  that  program  for 
banks  that  have  never  used  our  programs,  they  can  do  deals  up  to 
$1  million.  Now,  this  is  not  under  the  harmonization  program,  they 
will  be  using  our  program  exclusively.  For  banks  with  experience, 
that  we  know  know  our  programs  very  well,  they  will  be  able  to 
book  transactions  up  to  $2  million  without  our  prior  approval.  We 
believe  that  this  covers  the  vast  majority  of  the  types  of  these 
smaller  transactions. 

Chairman  Frank.  From  the  standpoint  of  export  then,  it  sounds 
as  if  we  are  making  some  real  progress. 

Yes,  Ms.  McNeese. 

Ms.  McNeese.  Absolutely.  I  want  to  make  two  points.  One  is  re- 
lated to  the  SBA  exposure  limit.  I  think  we  shouldn't  lose  sight  of 
the  fact  that  it  is  a  cumulative  approach.  So  if  there  is  a  domestic 
line  of  credit  for  $400,000,  that  counts,  so  we  wouldn't  be  able  to 
make  a  $750,000  working  capital  loan. 

Chairman  Frank.  Except  you  could  make  a  loan  of  $350,000  and 
then  Ex-Im  Bank  could  pick  up  anything  above  that.  So,  in  effect, 
that  is  a  de  facto  separation,  because  what  would  make  sense  then 
would  be,  if  I  were  starting  anew,  to  concentrate  my  domestic  expo- 
sure on  your  side  and  go  to  them  on  my  international. 

Ms.  McNeese.  The  second  point  is,  sort  of,  almost  in  the  cat- 
egory of  brainstorming.  I  wonder  if  it  would  make  sense  to  take  a 
look  at  cross-training  SBA  international  loan  people  in  Ex-Im  Bank 
policies  in  conjunction  with  this  regional  Ex-Im  Bank  City/State 
Program  that  was  advocated. 
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Chairman  Frank.  Mr.  Kaiser  has  that,  I  am  glad  that  you  asked 
me. 

Mr.  Kaiser.  Yes,  thank  you.  As  I  have  indicated  earlier,  I  am  the 
leader  of  the  Training  Committee  under  the  TPCC  for  the  Export 
Assistance  Centers  and  that  is  precisely  what  we  do.  The  object  of 
the  exercise  is  to  make  these  various  agencies  who  may  be  individ- 
ually very  knowledgeable  about  their  programs  but  lack  knowledge 
about  these  other  programs.  Cross-training  consists  of  2  weeks.  We 
go  someplace — San  Diego  in  December  because  it  is  cheap  actually, 
not  because  the  weather  is  so  wonderful — and  it  is  2  weeks  of  in- 
tensive cross-training  using  case  studies  in  the  various  programs  of 
each  other's  agencies. 

So  we  do  train  SBA  personnel  in  international  trade,  they  train 
us  in  how  they  approach  domestic  transactions  and  we  both  train 
DOC  in  financial  programs  and,  of  course,  they  train  us  in  their 
programs  as  well. 

Ms.  Furse.  Is  there  an  opportunity  for  you  also  to  train  banks? 

Mr.  Kaiser.  Typically,  yes,  we  do.  We  have.  In  Washington  we 
have  a  4-day  program  of  training  which  was  designed  primarily  for 
banks.  I  have  to  say  that  I  am  very  happy  to  see  that  since  August 
1992  commercial  banks  are  coming  back  to  these  seminars  in 
droves.  We  also  run  them  around  the  country  about  three  or  four 
times  a  year.  On  the  Export  Assistance  Center  training  what  we 
do  is,  we  bring  in  banks  who  are  active  in  trade  finance  to  give  peo- 
ple a  flavor  of  how  they  approach  these  transactions.  We  also  have 
our  City/State  participants  come  in  and  talk  about  their  respon- 
sibilities and  how  they  approach  these  various  opportunities. 

Chairman  Frank.  I  have  no  further  questions. 

Let  me  renew  my  invitation,  if  anyone  here  thinks  a  particular 
point  should  be  expanded  on,  or  disagreed  with,  or  if  you  want  to 
raise  a  new  issue,  please  get  written  statements  to  Congresswoman 
Furse's  office. 

I  should  add,  by  the  way,  on  the  export  small  business  tie-in,  one 
of  the  members  of  our  particular  subcommittee  with  jurisdiction  is 
Representative  John  LaFalce,  who  is  also  chairman  of  the  Small 
Business  Committee. 

As  the  next  step,  when  we  get  back  to  Washington,  at  some  point 
later  this  year  or  next  year,  Congresswoman  Furse  and  I  will  con- 
vene with  our  colleagues  a  hearing  at  the  national  level  in  Wash- 
ington to  make  sure  that  we  are  moving  all  these  things  in  the 
right  direction. 

It  does  sound  to  me  as  if  the  movement  is  in  the  right  direction 
here,  and  we  want  to  do  what  we  can  to  improve  it.  Also,  some- 
times when  people  go  to  do  these  things,  we  find  little  statutory  ob- 
stacles, that  some  piece  of  the  law  that  people  weren't  quite  sure 
why  it  was  put  there,  is  still  there;  I  think  we  would  undertake  to 
make  sure  that  is  cleaned  up. 

With  that,  if  there  are  no  further  statements,  then  the  hearing 
will  be  adjourned,  and  thank  you  all  very  much;  you  have  been 
very  helpful. 

[Whereupon,  at  10:45  a.m.,  the  hearing  was  adjourned,  pursuant 
to  call  of  the  Chair.] 
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OPENING  STATEMENT  OF  ELIZABETH  FURSE 

HOUSE  COMMITTEE  ON  BANKING,  FINANCE  AND  URBAN  AFFAIRS 

FRIDAY,  AUGUST  26,  1994 

HEARING  ON  EXPORT  FINANCING 


Good  morning.  I  would  like  to  thank  Chairman  Frank  for  joining  us 
today,  at  this  very  important  field  hearing.  And  I  would  also  like 
to  thank  our  witnesses  who  are  here  to  share  with  us  their 
expertise  and  experiences  in  export  financing. 

Knowing  of  the  growing  importance  of  exports  and  how  they  in  turn 
contribute  to  job  growth  and  greater  economic  stability,  this 
Congress  passed  the  Export  Enhancement  Act.  This  act  required  the 
President  to  establish  the  Trade  Promotion  Coordinating  Committee  - 
-  or  the  TPCC  —  to  analyze  and  give — suggestions  on  how  to 
strengthen  government  agencies1  roles  in  providing  assistance  to 
businesses.  The  most  common  critique  made  in  this  report  was  that 
gaining  access  to  export  financing  was  a  mystery  for  small  to 
medium-sized  businesses. 

We  all  know  that  Oregon  is  a  small  business  state.  One  of  my  goals 
as  a  Member  of  Congress  is  to  help  all  small  businesses,  but 
particularly  those  in  Oregon,  grow  and  develop.  As  I  said  before, 
exports  play  a  vital  and  ever-increasing  role  in  creating  new  jobs, 
and  driving  our  nation's  economic  growth  and  it  is  clear  that  this 
is  the  direction  that  the  US  must  take. 

Environmental  technology  is  particularly  growing  fast  and  has  a 
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strong  future  in  exporting.  This  industry  is  a  technology-driven 
one  which  will  create  high-wage  jobs  in  the  years  ahead.  It  is  a 
prime  example  of  the  positive  connection  among  trade,  technology, 
environment  and  the  business  community.  Unfortunately,  many 
enviro-tech  firms,  which  are  themselves  small  to  medium-sized 
companies,  are  either  unaware  that  financing  support  is  available, 
or  are  perceived  as  high  risks  associated  with  projects  in  this 
industry  and  find  that  private  financing  is  less  available. 

This  is  one  of  the  reasons  that  I,  along  with  five  other  of  my 
colleagues,  introduced  and  passed  in  the  House,  the  Environmental 
Export  Promotion  Act.  This  legislation  will  establish  the 
Environmental  Technologies  Trade  Committee  to  advise  and  guide  the 
Environmental  Trade  Promotion  Working  Group  in  development  and 
administration  of  programs  to  expand  US  exports  of  environmental 
technologies,  goods  and  services. 

In  all  areas  of  export  financing,  government  must  begin  to  take  on 
a  more  important  role,  and  become  more  focused  in  helping  the 
private  sector  sell  more  goods  and  services  overseas.  In  the  past 
there  has  been  little  communication  between  government  agencies, 
causing  them  to  overlap  and  create  gaps  in  services  which  in  turn 
causes  confusion  for  our  small  businesses  and  discourages  them  from 
expanding  into  the  global  marketplace.  While  I  am  pleased  that  the 
TPCC  report  outlines  goals  to  rectify  this  situation,  and  I 
acknowledge  that  there  has  been  improvement,  many  small  businesses 
in  Oregon  still  express  frustration  at  the  difficulty  in  locating 
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appropriate  sources  of  help. 

Streamlining  the  system  to  be  more  user  friendly,  seems  to  be  the 
ultimate  goal.  It  has  been  almost  a  year  since  the  TPCC  made  its 
recommendations,  and  I  hope  today  we  can  discover  where  we  stand  in 
helping  our  businesses,  but  more  important,  where  we  should  go  from 
here. 

We  will  also  hear  this  morning  from  a  small  business  who  has  been 
successful  in  exporting  and  how  they  went  about  getting  financing, 
as  well  as  the  Executive  Director  of  the  Oregon  Environmental 
Technology  Association  who  will  describe  some  of  the  barriers  which 
still  stand  in  the  way  for  Oregon  businesses. 

Again,  I  thank  you  all  for  joining  us  here  today,  and  I  hope  that 
at  the  end  of  this  hearing,  there  will  be  better  understanding  of 
what  is  available  in  export  financing  for  Oregon. 
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STATEMENT  OF 

ROBERT  J.  KAISER 

VICE  PRESIDENT 

DOMESTIC  BUSINESS  DEVELOPMENT 

EXPORT- IMPORT  BANK  OF  THE  UNITED  STATES 

BEFORE  THE 

SUBCOMMITTEE  ON  INTERNATIONAL  DEVELOPMENT,  FINANCE, 

TRADE  AND  MONETARY  POLICY 

COMMITTEE  ON  BANKING,  FINANCE  AND  URBAN  AFFAIRS 

U.S.  HOUSE  OF  REPRESENTATIVES 

FIELD  HEARING  -  PORTLAND,  OREGON 

AUGUST  26,  1994 


Mr.  Chairman,  Members  of  the  Subcommittee: 

Thank  you,  Mr.  Chairman,  for  the  opportunity  to  meet  with  you 
and  other  distinguished  guests  here  in  Portland  to  discuss  how  the 
Export-Import  Bank  of  the  United  States  (Ex-Im  Bank)  can  assist 
small  businesses  in  Oregon  with  export  financing.  I  particularly 
want  to  thank  Congresswoman  Furse  for  her  leadership  in  reinforcing 
the  central  role  exports  play  for  small  businesses  in  the  Portland 
area . 

The  mission  of  Ex-Im  Bank  is  simple:  support  U.S.  jobs  by 
financing  U.S.  exports.  Accomplishing  that  mission  for  small 
businesses  requires  dedicated  work.  Small  businesses  often  are  not 
able  to  access  trade  finance  through  commercial  sources.   Ex-Im 
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Bank  provides  two  financing  programs  small  businesses  most  often 
need  to  export  their  goods  and  services:  the  Working  Capital 
Guarantee  Program  (WCGP) ;  and,  the  Export  Credit  Insurance  Program. 

The  Working  Capital  Guarantee  Program  assists  small  businesses 
in  obtaining  crucial  working  capital  to  fund  their  export 
activities.  The  loan  may  be  used  for  pre-export  activities  such  as 
the  purchase  of  inventory,  raw  materials,  the  manufacture  of  a 
product,  or  marketing. 

An  exporter  may  reduce  risks  by  purchasing  Ex-Im  Bank  export 
credit  insurance  through  an  insurance  broker  or  directly  from  Ex-Im 
Bank.  A  wide  range  of  policies  is  available  to  accommodate  many 
difference  export  credit  insurance  needs. 

Please  refer  to  "Ex-Im  Bank  Services  for  Small  Business"  a 
fact  sheet  which  provides  additional  details  concerning  these  two 
programs.  I  ask  that  this  fact  sheet  be  included  in  the  record  as 
Attachment  A  and  have  made  copies  available  in  the  hearing  room 
this  morning. 

During  the  past  year,  we  have  made  improving  Ex-Im  Bank 
support  for  small  business  a  primary  goal  with  an  emphasis  both  on 
upgrading  the  financial  products  that  we  offer  and  expanding  our 
accessibility  for  small  businesses. 

In  Fiscal  Year  '93,  Ex-Im  Bank  disbursed  $38,956  million  in 
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Oregon  to  support  the  export  of  U.S.  goods  and  services.  Of  that 
amount,  $18,952  million  was  for  insurance  shipments;  $17,948 
million  was  used  for  working  capital  guarantees  for  a  combined 
total  of  $36.9  million.  Also,  $2,056  million  was  disbursed  for 
medium  and  long  term  lending. 

Oregon  exporters  and  bankers  can  access  Ex-Im  Bank  services  in 
a  variety  of  ways.  The  Ex-Im  Bank  Western  Regional  Office  has 
primary  responsibility  for  meeting  the  needs  of  small  and  new-to- 
export  companies  in  Oregon  by  providing  information  on  all  Ex-Im 
Bank  programs.  Ex-Im  Bank  staff  travel  from  Los  Angeles  to  Oregon 
several  times  per  year  to  call  on  companies  and  participate  in 
export  meetings  and  conferences.  Also,  exporters  and  bankers  can 
call  the  Ex-Im  Bank  Export  Finance  Hotline,  a  special  toll-free 
number,  at  1-800-424-5201,  for  information  on  the  availability  of 
export  credit  insurance,  guarantees,  direct  and  intermediary  loans 
extended  to  finance  the  sale  of  U.S.  goods  and  services.  Another 
way  to  access  Ex-Im  Bank  programs  is  through  the  Portland  District 
Export  Assistance  Center  (EAC)  which  is  discussed  in  greater  detail 
later  in  this  testimony. 

I  want  to  spend  a  few  minutes  describing  a  number  of  changes 
we  have  implemented  at  Ex-Im  Bank.  Many  of  these  changes  have  been 
aimed  at  Reinventing  Ex-Im  Bank.  Spurred  by  the  goals  of  the  Trade 
Promotion  Coordinating  Committee  (TPCC) ,  we  have  been  Reinventing 
Ex-Im  Bank  during  the  past  year,  by  undertaking  an  in-depth, 
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internal  review  and  analysis  of  all  aspects  of  the  Bank's 
operations,  policies  and  programs. 

One  important  component  of  Reinventing  Ex-Im  is  that  the  Bank 
has  been  reorganized  as  "one  Bank"  of  integrated  operating  units. 
Small  business  is  now  mainstreamed  throughout  the  Bank's  business 
development  and  export  finance  activities  and  no  longer 
marginalized  in  a  separate  group. 

Also,  during  the  past  year,  Ex-Im  Bank  participated  in  the 
intensive  collaboration  which  occurred  among  the  19  federal 
agencies  in  the  Trade  Promotion  Coordinating  Committee  to  formulate 
a  National  Export  Strategy.  The  TPCC's  central  goal  was  to  make 
certain  that  we  did  everything  we  could  for  small  and  medium  sized 
businesses  to  export.  As  a  result  of  the  TPCC's  recommendations, 
Ex-Im  Bank  and  the  Small  Business  Administration  (SBA)  will  offer 
a  harmonized  Working  Capital  Guarantee  Program,  beginning  October 
1,  1994. 

Thus,  in  conjunction  with  both  President  Clinton's  National 
Export  Strategy  and  the  Bank's  desire  to  enhance  the  utility  of  all 
our  financing  programs  for  small  and  medium-sized  companies,  Ex-Im 
Bank  modified  its  organization,  policies,  and  programs. 

Expanding  the  Role  of  the  Banking  Sector 

As  a  result  of  Re-Inventing  Ex-Im  Bank,  we  are  proposing  that 
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the  most  effective  way  to  substantially  increase  pre-export 
financing  support  is  to  expand  the  role  of  financial  intermediaries 
and  increase  their  use  of  delegated  authority.  Ex-Im  Bank  needs  to 
leverage  the  marketing  and  servicing  reach  of  the  hundreds  of  banks 
that  deal  regularly  with  small  businesses. 

We  are  offering   incentives  to  encourage  more  banks   to 
participate  in  the  Working  Capital  Guarantee  Program. 

The  Ex-Im  Bank  Board  recently  approved  the  concept  of  a  two- 
tiered  system  of  delegated  authority  to  lenders.  "A"  level  lenders 
have  delegated  authority  in  an  amount  of  up  to  $2  million  in  the 
aggregate  per  exporter.  "A"  level  Delegated  Authority  status 
requires  successful  completion  of  at  least  four  previous  loans. 
"B"  level  lenders  are  able  to  approve  loans  up  to  $1  million  in  the 
aggregate  per  exporter.  "B"  level  Delegated  Authority  status 
requires  successful  completion  of  at  least  two  previous  loans.  The 
dollar  ceilings  on  guaranteed  loans  under  delegated  authority 
represent  an  increase  from  the  previous  $750,000  per  transaction 
ceiling  limit.  In  addition,  loan  amounts  eligible  under  the 
Priority  Lender  Program  (PLP)  have  been  increased  from  $2.5  million 
to  $5  million.  Banks  with  priority  lender  status  have  a  formal 
agreement  with  Ex-Im  Bank  and  have  met  specific  PLP  requirements. 
Under  the  PLP,  Ex-Im  processes  WCGP  final  commitment  requests  from 
commercial  banks  within  ten  working  days. 
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Delegated  authority  will  enable  small  exporters  to  receive 
prompt  financing  commitments  and  encourage  delegated  lenders  to 
market  our  program  aggressively.  In  effect,  we  will  become  a 
wholesaler  and  the  banks  our  retailers.  To  minimize  the  risk  of 
delegated  authority  to  the  taxpayer,  we  have  reduced  the  working 
capital  guarantee  cover  to  90%.  Lenders  will  be  allowed  to 
collateralize  their  10%  portion  of  the  risk.  As  discussed  in  more 
detail  later,  we  believe  that  the  harmonization  of  our  pre-export 
program  with  the  Small  Business  Administration's  program  also  will 
greatly  expand  the  reach  of  federal  assistance  to  small  businesses. 
SBA  has  a  terrific  retail  delivery  system. 

As  an  incentive  for  lenders  to  use  delegated  authority  and  to 
compensate  for  the  added  expenses  of  administering  these 
transactions,  lenders  will  receive  a  rebate  of  100%  on  the  facility 
fee  for  transactions  greater  than  $750,000  for  principal  liability. 
For  delegated  authority  transactions  less  than  or  equal  to 
$750,000,  lenders  will  receive  a  rebate  of  75%  of  the  facility  fee. 

We  have  also  improved  certain  guarantee  and  program  features 
in  a  further  effort  to  stimulate  commercial  bank  lending  to  small 
and  medium- sized  U.S.  exporters.  The  Guarantee  Agreement  and  other 
documentation  related  to  the  WCGP  will  be  revised  to  create  a 
streamlined,  less  conditional  Master  Guarantee  Agreement.  These 
revisions  are  intended  to  make  documentation  more  "user  friendly" 
and  to  better  define  lender  obligations. 
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To  expand  the  availability  of  pre-export  financing,  we  have 
entered  into  a  new  arrangement  with  the  Private  Export  Financing 
Corporation  (PEFCO) ,  a  consortium  of  commercial  banks  and  other 
users  of  the  Bank.  PEFCO  will  be  available  to  purchase  the  Ex-Im 
Bank  guaranteed  portion  of  working  capital  loans  from  commercial 
lenders,  thereby  increasing  liquidity  in  the  market.  Moreover, 
PEFCO  has  agreed  on  a  pilot  basis  to  operate  a  "lender  of  last 
resort"  program  so  that  qualified  exporters  who  cannot  get 
financing  from  commercial  sources  will  be  able  to  financing  through 
PEFCO . 

In  addition,  Ex-Im  also  has  been  reviewing  its  Export  Credit 
Insurance  programs  for  small  business.  Presently,  approximately 
three -fourths  of  all  non-bank  insureds  are  small  businesses.  Of 
the  insurance  policies  available  to  U.S.  exporters,  two  have  been 
specifically  designed  to  support  small  business  exports,  the  Small 
Business  and  Umbrella  policies.  These  policies  assist  those 
exporters  with  less  export  experience  and  lower  annual  shipments. 
They  have  higher  levels  of  coverage  and  numerous  enhancements  to 
meet  the  special  needs  of  the  small  business  exporter. 

To  provide  additional  support  for  short-term  transactions,  we 
have  expanded  the  exit  threshold  of  the  Small  Business  and  Umbrella 
insurance  policies  from  $2  million  to  $3  million  in  export  credit 
sales.  These  policies  give  the  smaller  exporter  the  benefits  of  no 
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deductible  and  "hold  harmless"  protection  for  documentary  risk.  We 
also  have  added  the  availability  of  discretionary  credit  limits  to 
the  Small  Business  policy,  thereby  enabling  exporters  to  ship  goods 
without  prior  Ex-Im  Bank  review.  To  ensure  that  the  special 
benefits  of  the  policies  are  properly  targeted  to  small  business 
exporters,  we  will  require  exporters  who  exceed  the  $3  million 
limit  to  exit  the  Umbrella  and  Small  Business  policies  and  use  the 
standard  Multibuyer  policy. 

With  these  revisions,  Ex-Im  Bank  is  hoping  to  reduce  the 
number  of  transactions  that  need  to  be  submitted  for  review,  and 
the  number  of  credit  reports  that  exporters  have  to  purchase  for 
these  policies,  which  can  be  costly.  These  changes  will  increase 
the  number  of  small  businesses  eligible  to  participate,  simplify 
policy  administration  and  reduce  costs  for  the  policyholders. 

We  have  revised  the  medium  term  insurance  program  to  create  an 
improved  product  which  will  particularly  benefit  smaller  exporters 
whose  sales  often  depend  upon  the  ability  to  provide  prompt 
financing.  To  give  users  of  Ex-Im  Bank's  medium-term  guarantee  and 
insurance  program  a  more  meaningful  choice  between  the  two 
programs,  we  are  offering  100%  cover  under  a  conditional  insurance 
policy  or  guarantee  while  continuing  to  offer  the  100% 
unconditional  guarantee  option.  Customers  who  want  quick 
processing  who  can  accept  some  conditionality  may  choose  a 
conditional  insurance  product  that  covers  all  their  risks  and  which 
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we  hope  will  permit  securitization.  On  the  other  hand,  customers 
who  cannot  accept  any  conditionality  may  still  choose  the 
unconditional  guarantee.  We  hope  this  program  enhancement  will 
expedite  the  processing  of  more  transactions  under  the  insurance 
program,  which  requires  less  staff  time,  and  should  free  up  staff 
to  service  other  customers. 

Ex-Im  Bank  Environmental  Exports  Program 

We  have  begun  a  new  initiative  to  help  U.S.  exporters  of  goods 
and  services  that  benefit  the  global  environment.  "The 
Environmental  Exports  Program"  provides  enhanced  levels  of  support 
for  a  broad  range  of  environmental  exports . 

I  understand  there  may  be  as  many  as  350  companies  in  Oregon 
in  this  sector.  This  is  a  sector  in  which  U.S.  companies  have 
significant  competitive  advantages.  To  help  ensure  that  these 
companies  have  the  financing  support  to  buttress  these  competitive 
advantages,  we  are  providing  aggressive  project  finance  and  tied 
aid  support  and  have  implemented  a  new  short  term  insurance  product 
for  small  business  environmental  exporters. 

The  new  short  term  Environmental  Export  Insurance  Policy 
provides  enhanced  short  term,  multi-buyer  and  single-buyer  coverage 
for  small  business  environmental  exporters.  Features  of  the 
program  include  policies  which  deliver  95%  commercial  coverage  and 
100%  political  coverage  with  no  deductible. 
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Copies  of  the  "Ex-Im  Bank  Environmental  Exports  Program"  fact 
sheet  are  available  in  the  hearing  room  this  morning.  I  would  also 
request  that  a  fact  sheet  for  this  program  be  included  in  the 
record  as  Attachment  B. 

Trade  Promotion  Coordinating  Committee  (TPCC) 

The  TPCC  produced  a  set  of  actions  and  recommendations  that, 
if  properly  implemented,  will  give  a  great  boost  to  the  ability  of 
large  and  small  American  companies  to  compete  in  the  global 
marketplace.  The  recommendations  were  based  in  large  part  on 
discussions  with  over  1,500  private  sector  and  state  government 
representatives,  including  numerous  small  and  minority-owned 
businesses . 

The  TPCC  recognizes  the  export  needs  of  large  corporations  as 
different  from  those  of  small  businesses  and  made  recommendations 
to  meet  the  needs  of  each  group.  Small  businesses  have  a  greater 
need  for  counseling  and  information  about  opportunities  in 
international  markets.  Moreover,  small  businesses  have  a  more 
difficult  time  accessing  government  export  assistance  programs. 

One  of  the  major  steps  for  improving  support  to  small 
businesses  is  the  opening  of  the  Export  Assistance  Centers,  or  one- 
stop  shops,  in  major  U.S.  cities  throughout  the  country.  The  goal 
is  to  make  the  U.S.  Government  act  like  a  trading  company  in 
support  of  small  businesses  and,  in  the  process,  create  an  export 
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mentality  throughout  the  nation. 

Export  Assistance  Centers  (EACs)  are  customer- focused,  federal 
export  centers  envisioned  under  the  Administration's  National 
Export  Strategy.  EACs  streamline  export  marketing  and  trade 
finance  assistance  by  integrating  in  a  single  location  export 
marketing  and  trade  finance  services  of  the  federal  government. 
These  include  the  U.S.  and  Foreign  Commercial  Service  of  the  U.S. 
Department  of  Commerce,  Ex-Im  Bank,  SBA  and,  in  selected  sites,  the 
U.S.  Agency  for  International  Development.  Where  feasible,  EACs 
are  located  in  facilities  with  other  public  and  private  export 
service  providers.  Co-location  with  other  export  facilitation 
partners  (World  Trade  Centers,  state  and  local  entities,  export 
trading  companies,  etc.)  improves  accessibility  by  businesses, 
allows  leveraging  of  resources  among  partner  organizations,  extends 
the  range  and  depth  of  services  available  at  a  single  site,  and 
promotes  a  more  rational,  integrated  delivery  network. 

The  selection  of  sites  for  Regional  and  District  Export 
Assistance  Centers  was  based  on  a  "hub -and -spoke"  design.  The 
Portland  District  Export  Assistance  Center  will  be  linked  with  the 
Regional  Export  Assistance  Center  in  Seattle.  This  design  enables 
us  to  extend  federal  trade  finance  and  export  marketing  services 
nationwide  and  will  place  more  trade  specialists  closer  to  their 
client  base.  The  network  will  also  work  closely  with  federal, 
state  and  local  partners  to  enhance  its  services. 
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The  District  EACs  will  provide  direct  counseling  in  export 
marketing  and  will  work  closely  with  public  and  private  partners, 
and  with  the  Regional  EAC,  to  provide  trade  finance  counseling  and 
services.  Equipped  with  mobile  telecommunications  equipment,  trade 
specialists  in  the  District  EACs  will  be  able  to  serve  clients 
outside  of  the  office. 

The  TPCC  is  also  able  to  help  companies  located  in  cities  and 
states  without  EACS.  Companies  can  access  U.S.  Government  export 
assistance  through  the  Trade  Information  Center  (TIC)  located  in 
the  U.S.  Department  of  Commerce  by  telephoning  the  TIC  at  1/800- 
USA-TRADE  for  information  on  export  counseling;  seminars  and 
conferences;  foreign  markets;  overseas  buyers;  export  financing; 
and  technical  assistance. 

As  a  result  of  the  recommendations  of  the  Trade  Promotion 
Coordinating  Committee,  Ex-Im  Bank's  Working  Capital  Guarantee 
Program  (WCGP)  is  being  harmonized  with  Small  Business 
Administration's  (SBA)  Export  Revolving  Line  of  Credit  Program 
(ERLOC)  in  order  to  provide  a  more  accessible,  effective  and 
efficient  service  to  small  business  exporters. 

One  of  the  greatest  difficulties  the  smaller  exporter 
encounters  is  the  inability  to  obtain  adequate  "pre-export 
financing".  Pre-export  financing  is  short  term  financing  used  to 
build  the  inventory  needed  to  fulfill  export  opportunities.   Both 
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the  SBA' s  ERLOC  and  Ex-Im  Bank's  WCG  programs  are  designed  to 
induce  commercial  banks  to  provide  this  important  financial 
support . 

To  achieve  harmonization,  certain  changes  will  have  to  be  made 
to  the  WCGP  and  ERLOC.  Harmonization  will  demand  consistent 
coverage  under  both  programs.  Accordingly,  SBA  will  be  seeking 
Congressional  approval  to  increase  its  program  coverage  from  85%  to 
90%.  On  the  other  hand,  we  will  reduce  coverage  from  100%  to  90%. 
The  reasons  for  this  reduction  are  twofold:  increased  delegated 
authority  and  harmonization.  This  harmonization  is  expected  to  be 
completed  by  October  1,  1994,  at  which  time,  a  uniform  U.S. 
Government  working  capital  guarantee  program  will  be  offered. 

The  harmonization  of  these  programs  will  enable  both  agencies 
to  be  more  user  friendly,  easier  to  access  and  administer  and  allow 
for  cross  marketing  of  programs.  SBA  has  a  strong  delivery  system, 
with  more  than  100  field  offices,  from  which  small  businesses  can 
obtain  information  on  pre-export  financing.  Businesses  will  no 
longer  be  confused  by  overlapping  programs. 

The  TPCC  made  sixty- five  recommendations,  designed  to  provide 
additional  benefits  and  support  for  U.S.  exporters.  I  want  to 
illustrate  the  scope  of  these  recommendations  with  a  few  examples. 
The  TPCC  recommended  improved  advocacy,  consistent  with  U.S. 
interests  and  objectives,  so  that  appropriate  US  government  support 
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will  be  provided  to  large  as  well  as  small  and  medium-sized  US 
firms  as  they  face  foreign  competitors  who  are  aggressively  backed 
by  their  governments. 

The  TPCC  also  recommended  that  state  and  federal  agencies 
greatly  enhance  and  strengthen  their  communication  and  coordination 
to  improve  and  expand  services  to  exporters.  At  Ex-Im  Bank,  we 
want  to  expand  and  improve  the  City/State  program. 

Another  TPCC  recommendation  was  to  streamline  the  collection 
and  dissemination  of  commercial  information  contained  in  the 
National  Trade  Data  Bank  (NTDB) .  The  NTDB,  now  accessible  in  the 
EACs,  has  been  designated  as  the  primary  depository  of  USG  trade- 
related  information. 

Small  Business  and  Tied  Aid 

President  Clinton  has  committed  the  United  States,  on  a  pilot 
program  basis,  to  a  new  and  more  aggressive  approach  to  combatting 
the  tied-aid  practices  of  our  foreign  competitors.  The  new  policy 
will  focus  on  two  major  objectives:  To  create  incentives  for  the 
rest  of  the  world  to  stop  employing  tied  aid  as  a  trade  weapon.  We 
are  sending  a  message  that,  even  where  foreign  nations  may  be 
conforming  to  the  technical  OECD  rules,  we  will  not  allow  them  to 
use  tied  aid  to  gain  a  trade  advantage.  Our  second  objective  is  to 
provide  support  in  response  to  competition  in  selected  transactions 
that  have  the  potential  to  maximize  follow-on  U.S.  exports. 
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In  addition,  this  tied  aid  policy  explicitly  contemplates  the 
use  of  tied  aid  for  small  companies  and  transactions.  We  will  be 
giving  added  consideration  to  tied-aid  requests  from  small 
companies,  and  to  be  supportive  in  matching  transactions  less  than 
$1  million.  This  represents  a  "first"  in  a  new  form  of  support  for 
small  and  medium-sized  companies. 

Conclusion 

The  Clinton  Administration  is  committed  to  strengthening  the 
U.S.  economy  and  our  international  competitiveness.  Exports  are  a 
key  to  our  economic  growth- -better  jobs  and  standard  of  living.  A 
crucial  element  in  this  equation  is  providing  our  support  to 
promising  small  businesses.  Small  and  medium-sized  companies  are 
responsible  for  an  increasingly  larger  share  of  U.S.  exports. 

One  of  the  biggest  obstacles  for  small  business  has  been  lack 
of  awareness  of  and  access  to  trade  finance.  Ex-Im  Bank  has 
revised  its  small  business  programs  to  better  serve  more  small  and 
medium  sized  companies  and  attract  a  broader  spectrum  of  lenders 
into  the  market . 

We  look  forward  to  continuing  to  work  with  the  Chairman, 
Congresswoman  Furse  and  the  Committee  in  supporting  more  exports 
from  Oregon  and  throughout  the  nation. 
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PHABE    1;       EAC         NATIONAL         NETWORK 


Regional  EAC 
Atlanta,    GA 


♦♦Baltimore,    MD 


Boston,    MA 


**Chicago,    IL 


Cleveland,    OH 


Dallas,  TX 


District  EAC 

Birmingham,  AL 
Charleston,  SC 
CHARLOTTE,  NC 
Knoxville,  TN 
Memphis,  TN 
MOBILE,  AL 
Nashville,  TN 
Savannah ,  GA 


FAIRFAX,  VA 
Gaithersburg,  MD 
HARRISBURG,  PA 
Richmond ,  VA 


Augusta ,  ME 
Hartford,  CT 
MARLBOROUGH,  MA 
MIDDLETOWN,  CT 
Montpelier,  VT 
Portsmouth,  NH 
PORTLAND,  ME 
Providence ,  RI 


GARY/HAMMOND,  IN 
MADISON,  WI 
Milwaukee,  WI 
PALATINE,  IL 
Rockf ord ,  IL 
Wheaton,  IL 


Buffalo,  NY 
Cincinnati,  OH 
Charleston,  WV 
COLUMBUS,  OH 
Pittsburgh,  PA 
Rochester,  NY 
WHEELING,  WV 


Austin,  TX 
Houston ,  TX 
Oklahoma  City,  OK 
SAN  ANTONIO,  TX 
Tulsa,  OK 


53 


Denver,  CO 


Detroit,  MI 


**Long  Beach,  CA 


••Miami,  FL 


New  Orleans,  LA 


New  York,  NY 


Philadelphia,  PA 


ALBUQUERQUE,  NM 
Salt  Lake  City,  UT 
Santa  Fe,  NM 


Grand  Rapids,  MI 
LANSING,  MI 
ROYAL  OAK,  MI 
TOLEDO,  OH 


Honolulu,  HA 
Los  Angeles,  CA 
Newport  Beach,  CA 
ONTARIO,  CA 
Phoenix,  AZ 
San  Diego,  CA 
VENTURA,  CA 


JACKSONVILLE,  FL 
Orlando,  FL 
San  Juan,  PR 
TAMPA,  FL 


Jackson,  MS 
Little  Rock,  AR 
SHREVEPORT,  LA 

ALBANY,  NY 
HARLEM,  NY 
LONG  ISLAND,  NY 
NEWARK,  NJ 
STAMFORD,  CT 
WESTCHESTER  CO.,  NY 


SCRANTON,  PA 
Trenton,  NJ 


St.  Louis,  MO 


Seattle,  WA 


Des  Moines,  IA 
Kansas  City,  MO 
Omaha ,  NB 
SIOUX  FALLS,  SD 
Wichita,  KS 


Anchorage ,  AK 
Boise,  ID 
EUGENE,  OR 
Portland,  OR 
Tri-Cities,  WA 
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Key:   **  Cities  with  already  established  Regional  EAC  pilot 
sites 

Cities  listed  in  BOLD  UPPERCASE  are  proposed  sites  for 
new  District  EACs 

Cities  listed  in  plain  text  are  Regional  EACs  or 

existing  District  and  Branch  Offices,  the  latter  now 
to  be  called  District  EACs.   US&FCS  currently  has 
offices  in  all  of  these  locations  plus  some  others 
which  will  be  affected  by  Phase  2 


/ 
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Mr.  Chairman  and  members  of  the  Subcommittee,  thank  you  for 
the  invitation  to  discuss  the  Small  Business  Administration's  role 
in  international  trade  financing  and  export  assistance  in  Oregon. 

There  is  no  denying  that  exports,  particularly  small  business 
exports,  are  vitally  important  to  our  national  economy.  Small 
businesses  employ  over  half  the  workers  involved  in  direct 
merchandise  exporting.  These  small  companies  will  lead  the  way  to 
future  U.S.  economic  growth  and  are  the  key  to  our  ability  to 
compete  in  the  global  marketplace.  According  to  an  article  in  the 
July  3,  1993  issue  of  The  Economist.  American  merchandise  exports 
grew  by  76  percent  over  the  five  years  through  1992.  Current 
exports  of  goods  and  services  total  about  $700  billion.  Yet,  the 
export  market  still  is  dominated  by  big  businesses  that  have  the 
resources  to  finance  export  activity. 

For  many  years,  the  United  States  was  the  world's  largest 

W 
single ' market,  offering  relatively  convenient  and  abundant  sales 

opportunities  for  small  businesses.   Consequently,  few  felt  the 

need  to  look  overseas  when  the  domestic  market  could  absorb  nearly 

all  of  their  production.   Recently,  increasing  competition  from 

abroad  has  forced  many  small  businesses  to  look  beyond  the  domestic 

market,  but  too  many  continue  to  rely  on  the  United  States  as  the 

sole  market  for  their  products. 
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As  a  result  of  this  long-standing  reliance  on  the  domestic 
market,  development  of  a  U.S.  "export  infrastructure"  comparable  to 
that  of  our  major  trading  partners  has  been  slow  to  occur.  Most 
other  developed  countries  place  great  importance  on  providing 
government  support  for  commercial  lenders  and,  as  a  result,  those 
countries'  exporters  are  extremely  competitive. 

Development  of  an  export  finance  infrastructure  has  been 
slowed  further  as  a  result  of  the  large  number  of  U.S.  banks  that 
withdrew  from  international  banking  in  the  mid-1980s  as  a  result 
of  losses  they  suffered  from  the  Third  World  debt  crisis. 
This  withdrawal  affected  not  only  their  own  ability  to  offer 
international  banking  services  to  their  clients,  but  also  the 
ability  of  smaller  correspondent  banks  to  serve  small  business, 
as  they  depended  on  the  international  banks  for  trade  services. 
As  a  result  of  the  debt  crisis  and  its  ripple  effect  on  these 
"downstream"  banks,  the  export  finance  expertise  of  the  banking 
industry  as  a  whole  eroded,  much  to  the  detriment  of  small 
exporters... 

Today,  many  small  firms  have  no  choice  but  to  finance  their 
exports  through  lending  facilities  established  primarily  for 
domestic  purposes.  Lenders  typically  look  at  a  company's 
manufacturing  operations  as  an  ongoing  process  and  advance  a  dollar 
amount  based  on  the  value  of  inventory  the  company  has  on  hand. 
This  is  known  as  asset-based  financing.   As  long  as  a  company's 
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export  inventory  is  only  a  small  part  of  the  total,  most  banks  will 
allow  a  proportionate  share  of  the  financing  to  support  export 
sales.  However,  if  this  is  the  only  export  financing  available, 
U.S.  firms  may  find  themselves  at  a  disadvantage  to  their  overseas 
competitors. 

Exporters  need  financing  based  on  a  transaction-specific 
basis,  where  the  decision  to  extend  credit  focuses  primarily  on  the 
documents  that  evidence  a  specific  sale,  and  the  lender's  judgment 
that  the  borrower  can  perform.  If  the  analysis  is  limited 
primarily  to  these  criteria,  a  greater  number  of  small  businesses 
would  be  able  to  obtain  financing.  While  some  banks  and  non-bank 
lenders  are  beginning  to  reenter  the  field,  smaller  firms  continue 
to  encounter  difficulty  when  seeking  to  arrange  transactional 
financing. 

U.S.  small  businesses  could  dramatically  improve  their 
competitive  position  if  they  had  ready  access  to  transaction-based 
export  "financing.  Unfortunately,  many  U.S.  banks  consider  export 
finance  to  be  unprofitable,  particularly  for  transactions  of  under 
$1  million.  These  smaller  loans  are  viewed  as  being  risky  and 
highly  time-  and  labor-intensive. 

In  view  of  these  shortcomings,  the  SBA's  objectives  are  to 
provide  banks  with  incentives  to  finance  exports  by  small 
businesses  and  provide  them  with  the  tools  they  need  to  do  business 
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overseas.  The  SBA  offers  both  financial  and  business  development 
assistance  to  help  small  firms  develop  export  sales  and  get  paid. 
Through  a  variety  of  loan  programs,  including  our  Export  Working 
Capital,  International  Trade  Loan  (ITL)  and  7(a)  Guaranteed 
Business  Loan  programs,  the  SBA  offers  an  array  of  financial 
support  for  exporters. 

TRADE  PROMOTION  COORDINATING  COMMITTEE 

The  SBA  is  undertaking  a  number  of  measures  to  improve  the 
delivery  of  our  export  assistance  programs  and  substantially 
increase  the  level  of  export  financing  that  we  support.  These 
efforts  grew  out  of  the  Agency's  participation  in  the  Trade 
Promotion  Coordinating  Committee  (TPCC) ,  which  was  established  by 
Congress  in  the  Export  Enhancement  Act  of  1992  and  charged  with 
recommending  ways  to  coordinate  better  the  disparate  trade 
promotion  activities  of  the  19  federal  agencies  that  have  trade 
promotion  functions. 

In  September  1993,  the  TPCC  released  its  report  to  the 
Congress,  Toward  a  National  Export  Strategy.  With  regard  to  the 
SBA,  the  report  recommended  that  we  work  with  the  Export-Import 
Bank  of  the  United  States  (Eximbank)  to  harmonize  our  export  loan 
programs  and  that  we  put  one-stop  shops  for  export  assistance  in 
specific  regions  in  the  United  States  "so  exporters  can  receive  all 
needed  assistance  from  one  location." 
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The  SBA  fully  supports  the  goals  of  the  TPCC  report  and  has 
been  an  active  participant  in  the  TPCC  process.  SBA  Administrator 
Erskine  Bowles  is  strongly  committed  to  the  goals  of  the  TPCC  and 
is  convinced  the  SBA  can  play  a  vital  role  in  seeing  that  those 
goals  are  met,  particularly  as  they  relate  to  small  business.  We 
are  very  optimistic  about  the  opportunities  for  small  businesses  in 
exporting  and  we  are  doing  our  part  to  translate  those  objectives 
into  tangible  results  for  small  business. 

EXPORT  WORKING  CAPITAL  GUARANTEE  PROGRAM 

The  revitalization  of  the  Agency's  export  finance  programs  has 
been  a  high  priority  for  SBA  this  year  and  a  three-pronged  effort 
is  moving  forward  to  strengthen  SBA's  role  in  providing  export 
financing  to  small  businesses.  The  principal  focus  in  this  is  to 
overhaul  SBA's  Export  Working  Capital  Guarantee  Program  (EWCP)  and 
increase  its  usage.  The  Agency  is  committed  to  increasing  access 
to  capital  for  small  exporters  and  is  carrying  out  this  commitment 
through,iyi«ternal  administrative  changes,  intensive  staff  training 
and  specific  legislative  proposals. 

Since  last  fall,  the  SBA  has  been  working  closely  with 
Eximbank  to  harmonize  our  export  finance  program  with  theirs,  in 
order  to  eliminate  overlap,  waste  or  duplication  in  the  respective 
programs.  The  ultimate  goal  is  to  create  an  environment  where  a 
business  can  use  either  program,  depending  on  the  size  of  their 
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credit  needs,   and  expect  essentially  the  same  credit  terms, 
underwriting  standards,  and  documentation  from  each  agency. 
This  initiative  will  make  export  financing  more  accessible  and 
understandable  to  our  small  business  customers. 

The  SBA  is  currently  implementing  a  package  of  administrative 
actions  to  overhaul  the  Agency's  export  working  capital  guarantee 
program  (currently  referred  to  as  the  Export  Revolving  Line  of 
Credit)  and  implement  the  harmonization  package.  The  new  Export 
Working  Capital  Guaranty  Program  will  offer  preliminary  commitments 
for  exporters,  additional  incentives  for  lenders  to  use  the 
program,  and  streamlined  forms  and  documentation  for  both  lenders 
and  exporters. 

One  of  the  most  important  changes  the  SBA  will  make  is  to 
adopt  Eximbank's  practice  of  offering  preliminary  commitments  (PCs) 
to  exporters.  In  the  past,  the  SBA  has  accepted  export  loan 
guarantee  applications  from  lenders  only.  Unfortunately,  if  an 
exporter**was  unable  to  find  a  bank  willing  to  finance  an  export 
transaction,  the  exporter  could  never  gain  access  to  SBA's  loan 
guarantee  programs.  By  allowing  small  businesses  to  apply  directly 
to  SBA,  we  will  be  able  to  assist  more  small  businesses  with 
structuring  their  export  sales.  If  structured  to  meet  the  SBA's 
reguirements,  exporters  can  obtain  an  SBA  preliminary  commitment, 
which  then  can  be  used  to  negotiate  the  most  advantageous  terms 


62 


among  competing  banks.  With  an  SBA  preliminary  commitment,  both 
the  exporter  and  lender  can  be  assured  that  as  long  as  the  terms 
and  conditions  in  the  PC  are  met,  SBA  will  guarantee  the  loan. 

Because  there  is  no  secondary  market  for  short-term  export 
loans,  the  SBA  is  considering  a  number  of  measures  to  make  our 
export  loan  program  more  attractive  to  lenders.  We  are  reviewing 
our  fee  and  interest  rates  policies  to  make  sure  that  lenders  know 
that  if  they  participate  in  the  program,  they  can  expect  a 
reasonable  return  on  their  investment. 

For  exporters,  we  are  working  to  expand  and  improve  our 
delivery  system  and  simplify  our  forms  and  documentation  to  make 
sure  that  SBA's  loan  turnaround  accommodates  the  time-sensitive 
nature  of  export  transactions. 

BBA'3  LEGISLATIVE  PACKAGE 

Tne**6BA  has  developed  a  legislative  package,  introduced  in 
Congress  by  Senate  Small  Business  Committee  Chairman  Dale  Bumpers 
as  S.  2060  and  House  Small  Business  Committee  Chairman  John  LaFalce 
as  H.R.  4801,  which,  if  enacted,  will  help  us  deliver  a  more 
effective  export  loan  program.  The  full  Senate  has  already  passed 
S.  2060,  and  the  House  Small  Business  Committee  has  reported  out 
H.R.  4801  for  consideration  by  the  full  House. 
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Both  of  these  bills  have  four  provisions  to  modify  SBA's 
export  loan  program.  First,  they  would  increase  to  90  percent  the 
maximum  guarantee  coverage  available  to  a  participating  lender  for 
an  Export  Working  Capital  loan.  This  will  make  our  program 
consistent  with  Eximbank's  Working  Capital  Guarantee  Program  as 
well  as  the  export  finance  programs  of  most  states. 

Second,  the  legislation  would  eliminate  the  present  statutory 
prohibition  on  International  Trade  Loans  (ITLs)  of  $155  thousand  or 
less.  The  SBA  has  been  precluded  from  financing  exporters  who  may 
meet  all  the  ITL  program  criteria  —  but  for  the  fact  that  the  loan 
request  is  too  small. 

Third,  the  bills  would  provide  authority  for  the  SBA  to 
guarantee  standby  letters  of  credit,  which  are  a  common  feature  of 
many  international  sales  contracts  and  are  intended  to  ensure  the 
performance  of  exporters  with  whom  a  foreign  buyer  may  have  little 
or  no  experience.  This  section  also  would  eliminate  the  present 
statutofaf,  language  that  limits  export  revolving  lines  of  credit  to 
three  years. 

Finally,  the  legislation  would  eliminate  the  present  $250 
thousand  cap  on  working  capital  loans  made  under  the  SBA's  ITL 
program.  This  change  would  result  in  a  much  more  flexible  program 
that  is  consistent  with  the  needs  of  our  customers. 
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SBA's  role  in  export  finance  is  —  and  has  been  —  to 
encourage  lenders,  through  our  guarantee  program,  to  make  export 
loans  they  would  not  make  otherwise.  The  harmonization  of  our 
working  capital  program  with  that  of  the  Export-Import  Bank  will 
eliminate  overlap,  waste  and  duplication.  SBA's  improved  delivery 
system,  with  simplified  application  forms  and  continued  close 
working  relationships  with  other  export  assistance  organizations, 
will  provide  better,  more  customer-focused  export  services  to  small 
business. 

U.S.  EXPORT  ASSISTANCE  CENTERS 

The  SBA's  role  in  the  United  States  Export  Assistance 
Centers  (USEACs)  is  to  help  U.S.  exporters  gain  access  to  capital 
by  offering  financial  counseling  and  export  loan  guarantees. 
In  addition,  the  SBA's  resource  partners,  the  Small  Business 
Development  Centers   (SBDCs)   and  the  Service  Corps  of  Retired 
Executives  (SCORE) ,  offer  counseling  and  technical  assistance 
that  hel^ new-to-export  firms  develop  into  export-ready  firms. 
By  "growing"  firms  to  become  export-ready,  we  expect  more  small 
businesses  will  be  better  positioned  to  take  advantage  of  the 
services  offered  by  the  Department  of  Commerce  and  Eximbank. 

The  TPCC's  goal  of  serving  business  from  a  single  location 
appears  to  have  hit  a  responsive  chord  among  the  business 
communities  in  the  first  four  cities  where  USEACs  have  been 
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established,  but  Oregon  has  been  doing  this  for  some  time. 
SBA's  Export  Trade  Assistance  Partnership  (E-TAP)  is  a  pilot 
program  operating  in  Region  X  to  better  prepare  companies  for 
exporting.  In  addition,  the  SBA  delivers  a  full  array  of  services 
through  the  Portland  District  Office  and  its  close  partnership  with 
the  State  of  Oregon  and  the  U.S.  Department  of  Commerce. 

The  Oregon  model  represents  a  tangible  response  by  the  Federal 
and  state  governments  to  meet  the  demands  of  small  business 
exporters.  By  revising  our  export  working  capital  program,  the  SBA 
expects  to  become  more  effective  at  reaching  one  of  our  most 
important  goals  —  to  expand  employment  and  income  opportunities 
for  small  business  through  increased  exports. 

SBA  PORTLAND  DISTRICT  OFFICE  EXPORT  LENDING 

Historically,  export  finance  has  been  a  small  portion  of 
Agency's  and  the  Portland  District  Office's  loan  volume.  While  our 
overall" vlioan  volume  has  grown,  export  finance  activity  has  not. 
In  the  two-year  period  of  1992  to  1993,  the  SBA  database  record  for 
Region  X  (Oregon,  Washington,  Alaska,  Idaho)  shows  that  its  five 
district  offices  made  103  loans  to  exporting  firms.  Oregon's  share 
was  19  loans.  In  1992,  out  of  a  total  271  loans  in  Oregon,  nine 
loans  were  made  to  exporters,  accounting  for  3.3  percent  of  the 
loan  volume  and  7.4  percent  of  the  total  loan  dollars.  In  1993,  10 
loans  to  exporters  were  made  out  of  a  total  of  445  loans  in  Oregon. 

10 
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This  comprised  2.2  percent  of  the  loan  volume  and  2.9  percent  of 
the  total  loan  dollars.  This  compares  with  a  regional  average  of 
3  percent  of  the  total  3,314  loans  made  in  five  district  offices 
over  the  two  years  and  4  percent  of  the  total  loan  dollars. 

In  other  words,  for  the  period  1992  to  1993,  approximately  one 
in  30  loans  was  exported-related  and  one  dollar  of  every  25  was 
lent  to  an  exporting  small  business.   We  believe  we  can  do  better. 

Consistent  with  the  TPCC  Report,  in  March  of  this  year  the 

Portland  SBA  Office  adopted  several  strategies  to  integrate  export 

finance  assistance  into  the  full  array  of  information,  marketing 

and  counseling  services  to  small  exporters.   This  was  one  of  the 

goals  in  the  District  Strategic  Plan  negotiated  with  Administrator 

Bowles,  as  was  a  40  percent  increase  in  export  loan  volume  and  the 

designation  of  one  full-time  staff  person  for  International  Trade 

(with  an  emphasis  in  finance)  .    As  of  August,   our  goal  for 

increased  export  loan  volume  in.  Oregon  was  achieved,  and  it  may 

f-„s. 
well  be  exceeded  by  the  end  of  this  fiscal  year.   However,  we 

consider  this  to  be  only  a  beginning,  and  SBA  intends  to  increase 

our  export  lending  steadily  over  the  next  few  years. 

ACTION  PLAN  FOR  EXPANDED  EXPORT  SUPPORT  SERVICES 

Lender  Outreach 

Let  me  repeat,  SBA's  role  in  export  finance  is  to  encourage 

11 
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lenders  through  our  loan  guarantee  to  make  export  loans  they  would 
not  otherwise  make.  We  plan  to  develop  strong  working 
relationships  with  all  major  lenders  and  also  with  those  community 
banks  who  recognize  that  export  finance  is  a  profitable  niche, 
makes  sense  for  the  Pacific  Northwest,  and  is  a  solid  economic 
development  strategy. 

Therefore,  we  began  in  June  of  this  year  to  implement  an 
intensive  briefing  program  for  lenders  to  provide  an  update  and 
review  of  SBA  international  loan  programs.  These  briefings  are 
hosted  by  individual  banks  and  co-sponsored  by  the  Oregon  Bankers 
Association.  During  July  and  August,  SBA  staff  discussed  SBA's 
international  loan  programs,  especially  the  EWCP,  with  credit 
managers,  branch  managers,  government  loan  program  leaders  and 
senior  executives  of  the  major  banks  in  the  Portland  metropolitan 
area  —  West  One  Bank,  Key  Bank,  First  Interstate,  and  U.S. 
National  Bank  of  Oregon.  Starting  in  September,  SBA  staff  will 
visit  five  cities  in  Oregon  and  Southwest  Washington  with  an 
expander-version  of  these  presentations  for  community  banks,  which 
will  be  open  to  the  public  as  well. 

Public  Outreach 

Simultaneously,  we  plan  to  continue  our  close  working 
relationship  with  other  local,  state  and  federal  export  assistance 
organizations.  The  Local  Export  Assistance  Partnership  (LEAP), 
piloted  in  Oregon  in  1993,  introduced  new-to-export  manufacturers 
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from  Oregon  to  the  Mexican  market  earlier  this  year.  The  LEAP 
Program  predates  the  USEAC  or  Export  Assistance  Center  concept 
but  it  is  built  on  the  same  premise:  to  make  government  export 
assistance  more  accessible.  LEAP  champions  a  cross-agency, 
industry  specific  market  entry  program  for  the  State  of  Oregon 
target  industries. 

Although  Portland  did  not  receive  the  USEAC  designation  which 
co-locates  Eximbank,  U.S.  Department  of  Commerce  and  SBA  staff  in 
one  office,  we  are  working  to  finalize  an  arrangement  to  detail  our 
International  Trade  Officer  for  one  day  a  week  to  the  World  Trade 
Center,  where  most  export  support  organizations  are  already  housed. 

Finally,  the  SBA  Portland  District  Office  strongly  supports 
the  educational  and  counseling  program  offered  by  the  Small 
Business  International  Trade  Program,  which  is  jointly  funded  by 
SBA's  Small  Business  Development  Center  (SBDC)  Program,  the  State 
of  Oregon  and  Portland  Community  College. 

In  conclusion,  while  in  the  past  SBA  has  not  been  very 
aggressive  in  marketing  its  export  finance  programs,  it  is  doing  so 
now.  The  staff  training,  internal  goal  setting,  administrative 
changes,  and  legislative  reforms  will  make  our  programs  more 
attractive  to  lenders  and  more  accessible  to  exporters. 

Thank  you  very  much  for  the  opportunity  to  testify  today. 
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Export  Working  Capital  Program 


Announcing  a  New  Program 
to  Help  You  Bank 
Your  Export  Deals 

The  U.S.  Small  Business  Administration  (SBA)  has  a  new  program  to  help  small  businesses  obtain 
working  capital  to  complete  their  export  sales.   The  Export  Working  Capital  Program  (EWCP), 
which  replaces  SBA's  Export  Revolving  Line  of  Credit,  encourages  lenders  to  "bank"  small- 
business-exporter  deals  by  significantly  reducing  the  risk  associated  with  the  deals. 

The  Program 

The  Export  Working  Capital  Program  can  support  single  transactions  or  multiple  export  sales. 
Under  the  program,  SBA  can  guarantee  up  to  85  percent  (up  to  $750,000)  of  a  private  sector  loan. 
Loan  maturities  are  generally  for  12  months;  with  two  renewals  the  total  can  be  36  months. 

Guarantees  can  be  extended  for  - 

•  Pre-shipment  working  capital 

•  Post-shipment  exposure  coverage 

•  Combination  of  pre-  and  post-shipment  financing 

Small  businesses  can  use  EWCP  proceeds:    1)  to  finance  labor  and  materials  for  manufacturing 
goods  for  export;   2)  to  purchase  goods  or  services  for  export;  or  3)  to  finance  accounts  receivable 
generated  from  export  sales.   Proceeds  may  not  be  used  to  establish  operations  overseas,  acquire 
fixed  assets  or  pay  existing  debt. 

Interest  rates~are  negotiable  between  the  applicant  and  the  lender.   SBA  charges  a  guarantee  fee  of 
one-quarter  of  one  percent  (.25%);  other  fees  may  apply. 

Eligibility 

SBA  considers  several  factors  in  reviewing  an  EWCP  application: 

►  Is  the  transaction  viable? 

►  How  reliable  is  the  repayment  source? 

►  Can  the  exporter  perform  under  the  terms  of  the  deal? 

To  be  eligible  for  a  guaranty  under  the  EWCP,  a  company  must  meet  SBA's  size  standards.   The 
standards  vary  by  industry  and  are  determined  by  either  the  number  of  employees  or  the  volume  of 
annual  receipts.   Check  with  your  local  SBA  district  office  to  determine  if  your  company  falls 
within  the  small  business  size  standards.   A  company  also  must  have  been  in  business  ~  not 
necessarily  exporting  -  for  at  least  12  continuous  months  before  filing  an  application. 
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Collateral 

Collateral  may  include  export  inventory,  foreign  receivables,  assignments  of  contract  and  letter  of 
credit  proceeds  and  domestic  receivables.  Personal  guarantees  usually  are  required  to  support  the 
credit. 

How  to  Apply 

The  new  EWCP  offers  several  advantages  for  both  the  exporter  and  the  lender,  including  a 
simplified  application  form  and  a  quicker  turnaround  time  on  SBA's  review  and  commitment. 

Under  the  program,  small  businesses  can  apply  directly  to  the  SBA  for  a  preliminary  commitment 
for  a  guaranty.  With  SBA's  preliminary  commitment  in  hand,  an  exporter  can  then  find  a  lender 
willing  to  extend  the  credit.   The  lender  must  apply  to  SBA  for  the  final  commitment. 

To  apply  for  a  working  capital  guaranty,  a  lender  -  or  the  exporter  if  a  preliminary  commitment  is 
sought  —  should  submit  to  SBA  a  completed  EWCP  application,  along  with: 

BACKGROUND 

►  Brief  resume  of  principals  and  key  employees; 

►  History  of  business  and  copy  of  business  plan,  if  available; 

TRANSACTION(S) 

►  Explanation  of  use  of  proceeds  and  benefits  of  the  loan  guaranty,  including  details  of  the 

underlying  transaction(s)  for  which  the  loan  is  needed; 

►  Copy  of  letter  of  credit  and  copy  of  buyer's  purchase  order  or  contract; 

►  Foreign  credit  insurance-related  material  (policy,  application,  buyer  credit  limit),  if  applicable; 

►  Copy  of  validated  export  license,  or  copy  of  application  for  export  license,  if  required; 

FINANCIAL  INFORMATION 

►  Business  financial  statements  (Balance  Sheet  and  Income  Statement)  for  the  last  three  years,  if 

applicable^ 

►  Current  financial  statement  (interim)  dated  within  90  days  of  the  date  of  application  filing; 

►  Aging  of  accounts  receivable  and  accounts  payable,  as  of  list  balance  sheet  date; 

►  The  most  recent  federal  and  state  income  tax  returns  for  the  business; 

►  Schedule  of  all  principals  officer/owner's  compensation  for  the  past  three  years  and  current  year 

to  date; 

►  Personal  financial  statement(s)  of  the  major  shareholder(s)/partner(s)  of  the  company  (over  20%) 

and  their  most  recent  federal  income  tax  return;  and 

►  Monthly  cash  flow  projections  for  the  term  of  the  loan,  highlighting  the  proposed  export 

transaction. 

For  More  Information 

To  find  out  more  about  the  Export  Working  Capital  Program,  call  the  SBA  Portland  District  Office 
at  (503)  326-5202. 
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UNITED  STATES  DEPARTMENT  OF  COMMERCE 
International  Trade  Administration 
US  &  Foreign  Commercial  Service 

Oistnr.t  Office 

One  World  Trade  Center 

1 2 1  S  W   Salmon  St.     Suite  242 

Portland,  (lioyon  !J72H4 

Tel    503-326-3001 
FAX  503  326  6351 

HEARINGS  ON  INTERNATIONAL  TRADE  FINANCE 

U.S.  Representatives  Barney  Frank  and  Elizabeth  Furse 

House  Subcommittee  on  international  Development, 
Finance,  Trade  and  Monetary  Policy 

Portland,  Oregon 

August  26,  1994 

Testimony  by;  Bill  Schrage,  District  Director  (Portland),  U.S.  & 
Foreign  Commercial  Service,  U.S.  Department  of 
Commerce 


CHAIRMAN  FRANK  AND  REPRESENTATIVE  FURSE  on  behalf  of  the  US 
&  Foreign  Commercial  Service  (US&FCS)  I  thank  you  for  the 
opportunity  to  testify  before  the  Committee  on  a  topic  we 
consider  very  important  and  timely  -  the  financing  needs  of 
exporters. 

FIRST,  let  me  introduce  the  US&FCS.   It  was  created  on  April 
1,  1980  and  consists  of  a  foreign  and  domestic  field  network  of 
international  trade  professionals.   Currently,  the  US&FCS  has 
over  1,300  employees  in  approximately  200   cities   worldwide. 
About  two  thirds  of  these  sites  are  in  U.S.  embassies  and 
consulates  in  over  70  countries  which  comprise  about  95%  of  the 
world  markets  for  U.S.  exports. 

The  remaining  one-third  of  our  locations  are  in  a  network  of 
70  district  and  branch  offices  across  the  United  States.   As  we 
speak,  our  domestic  network  is  undergoing  a  significant  redesign 
establishing  a  new  system  of  Export  Assistance  Centers  (EAC)  in  a 
"hub  and  spoke"  concept  which  will  bring  federal  export 
assistance  closer  to  companies  and  ensure  that  at  various 
regional  sites  the  key  federal  services  of  marketing  and  finance 
are  centered.   In  fact,  trade  finance  counseling  will  be  a 
special  focus  of  these  Centers.   As  a  part  of  this  rollout  of 
EACs  we  plan  to  open  in  1995  a  new  office  in  Eugene.  Oregon  to 
better  serve  this  state.   Currently  we  attempt  to  serve  all  of 
Oregon  from  Portland. 
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Our  domestic  offices,  of  which  Portland  is  one,  specialize 
in:  1)  export  counseling,  2)  export  contact  services  with  foreign 
buyers,  3)  promotion  of  market  entry  events  overseas,  4)  liaison 
with  our  Foreign  Commercial  Service,  and  5)  support  of  our 
clients  in  trade  disputes.   Our  Portland  office  has  over  1.000 
clients  in  Oregon  and  SW  Washington  state.   We  assist  non- 
agricultural  exporters  of  goods  and  services.   We  concentrate  on 
small-  to  medium-size  firms  who  are  considered  "export  ready." 
We  have  an  active  outreach  program,  spending  over  50%  of  our 
office  budget  on  in-state  travel.   Close  to  30%  of  our  contacts 
with  clients  are  outside  of  the  office  -  many  several  hours  from 
Portland.   Since  April  1991.  we  have  held  over  3.000  export 
counseling  sessions  and  assisted  108  different  companies  enter 
new  markets  in  55  countries.   Of  these  108  companies  -  80  have 
less  than  50  employees. 

The  mission  of  the  US&FCS  can  be  summarized  as  follows: 

To  support  U.S.  international  commercial  interests  and 
assist  the  U.S.  business  community  in  expanding  sales  and 
market  share  in  world  markets  by: 

•  Promoting  U.S.  exports  of  goods  and  services 

•  Participating  in  the  development  and  implementation 
of  strategic  commercial  policy 

•  Protecting  U.S.  business  interests  abroad  through 
advocacy,  ensuring  a  level  playing  field,  and  encouraging 
open  and  fair  procurement  practices  overseas 

•  Assisting  export-motivated  and  capable  firms  to 
realize  their  export  potential 

•  Facilitating  access  to  trade  finance  information  from 
federal  agencies  and  mutilateral  development  banks,  and 

•  Supporting  public/private  sector  export  assistance 
partnerships  and  enhancing  the  export-development 
infrastructure  in  each  state 


SECOND,  let  me  tell  you  how  a  cross  section  of  the  American 
business  community  sees  trade  finance  as  a  part  of  the  overall 
agenda  to  make  America  more  competitive  in  foreign  markets.   We 
will  have  an  opportunity  to  discuss  this  at  greater  length  during 
the  hearings. 

Some  background:  You  may  be  familiar  with  our  network  of 
District  Export  Councils  (DEC)  around  the  country.   Each  of  our 
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district  offices  has  a  DEC,  including  one  in  Oregon.   Members 
volunteer  their  time  in  a  variety  of  ways  to  help  us  promote 
exports  and  to  give  us  advice  on  how  we  can  better  do  our  job. 
DEC  members  are  appointed  by  the  Secretary  of  Commerce  and  are 
predominantly  from  the  private  sector.   All  DEC  members  are 
experienced  in  international  trade  and/or  finance.   There  are 
approximately  1,200  members  nationwide.   The  Oregon  DEC  has  30 
members.   Tom  Lowles,  who  is  testifying  today,  is  a  member  of  the 
Oregon  DEC,  for  example. 

In  April  1993,  the  Minnesota  DEC  issued  a  report  based  on  a 
national  survey  of  DEC  members  listing  issues  which  needed  to  be 
addressed  to  make  U.S.  companies  more  competitive  abroad.   In 
over  300  responses  to  the  survey,  one  of  the  important 
impediments  cited  was  the  need  for  government  and  business  to 
work  more  effectively  to  obtain  export  finance.   Export  finance 
was  mentioned  as  of  particular  importance  for  small  exporters. 

The  Minnesota  survey  led  to  the  convening  of  a  "DEC 
Action  Forum"  on  international  competitiveness  in  Little  Rock, 
Arkansas  in  January  1994.   The  "Action  Agenda"  which  emerged  from 
this  meeting  included  four  main  issues  -  one  of  which  is 
International  Trade  Finance.   Twenty-six  DECs  were  represented  at 
the  Forum  by  a  total  of  135  bus inessper sons.   Representatives 
were  from  manufacturing,  the  financial  community,  shipping  and 
other  service  groups. 

Specifically,  the  Forum  saw  international  trade  finance  as  a 
major  stumbling  block  to  U.S.  competitiveness  -  especially  for 
small  companies.   The  Forum  urged  DECs  to  carry  out  a  proactive 
program  that  would  disseminate  key  information  and  move  American 
banks  to  a  more  "enlightened  position"  regarding  the  financing  of 
exports.   More  precisely,  the  recommendations  were  to:  1) 
increase  the  effectiveness  of  existing  credit  lines,  2)  improve 
working  capital  funds,  and  3)  make  existing  federal  support  more 
"user  friendly." 

In  the  introduction  to  its  report,  the  Forum  noted  that 
exporters, 

"...  operate  in  markets  having  different  customs 
than  ours  but  are  themselves  obliged  to  act  as  though  they 
were  operating  in  their  own  country.   When  opportunities 
become  realities  and  they  approach  our  Nation's  financial 
community  for  the  wherewithal  to  fulfill  the  opportunity, 
they  are  rejected  because  of  a  bank's  attitude  toward  risk, 
what  an  acceptable  return  is,  or  they  find  that  they  have 
depleted  their  line  of  credit  by  fulfilling  bonding 
requirements.   At  every  turn  they  perceive  a  new  obstacle  . 
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For  its  own  "Action  Agenda"  to  remove  this  major  obstacle  to 
U.S.  competitiveness  -  obtaining  export  finance  -  the  DECs  agreed 
to: 

•  Develop  a  mechanism  to  monitor  and  report  on  the 
effectiveness  of  the  new  U.S.  Export  Assistance  Centers, 
with  particular  emphasis  on  their  performance  in  export 
finance 

•  Promote  and  disseminate  information  on  the  Bankers' 
Association  for  Foreign  Trade's  (BAFT)  Access  to  Export 
Capital  (AXCAP)  program  thereby  increasing  the  awareness  of 
the  export  community  to  the  sources  of  financing,  and 

•  Encourage  America's  commercial  banks  to: 

-  Recognize  that  export  finance  can  be  an 
important  component  of  their  operations 

-  Rethink  the  risks  and  rewards  of  financing 
exports,  and 

-  Streamline  and  standardize  export  financing 
procedures  so  that  they  are  similar  to  consumer  credit 

The  Forum's  attendees  also  made  recommendations  for  federal 
action  to  help  exporters  obtain  financing  for  international 
transactions  -  particularly  for  small  exporters.   The  report 
noted  that  of  federal  agencies,  the  Export-Import  Bank  (Ex-Im) 
and  the  Small  Business  Administration  (SBA1  have  the  greatest 
impact  and,  therefore,  the  chance  to  do  the  most.   At  the  same 
time,  the  report  gave  examples  of  how  only  a  relatively  few  U.S. 
banks  are  involved  in  international  finance  and  approach  it  in  an 
"arch  conservative  manner"  made  even  more  difficult  by  similar 
conservative  philosophies  of  Ex-Im  and  the  SBA.   As  a  result, 
small  exporters  have  had  difficulty  seeing  federal  sources  as 
lenders  of  last  resort. 

Finally,  the  Forum  made  eight  recommendations  for  federal 
dollars  to  be  more  effective  in  trade  finance.   This  list  is 
attached  as  an  Appendix  to  this  testimony. 

THIRD,  what  are  we  -  the  US&FCS  -  doing  to  help  small-  and 
medium-size  businesses  obtain  export  financing? 

Our  role  is  one  of  helping  our  clients  find  sources  of 
financing  tailored  to  our  clients'  needs.   We  must  also  be  able 
to  determine  when  a  client  needs  to  establish  a  credit  policy  and 
counsel  the  client  on  terms  of  payment  as  not  just  a  process  of 
guoting  but  also  as  a  marketing  technigue.   We  must  be  able  to 
spot,  sometimes  even  before  the  client  knows  it  himself /herself , 
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that  financing  is  going  to  be  needed  to  successfully  enter  one  or 
more  foreign  markets.   In  other  words,  even  though  US&FCS  is  not 
a  financing  institution,  we  must  weave  general  trade  finance 
counseling  into  our  overall  relationship  with  exporters  in  order 
to  offer  a  complete,  value-added  counseling  package  -  without 
having  to  attempt  to  be  bankers  -  and  being  able  to  refer  a 
client  to  a  commercial  bank  or  to  another  federal  agency,  e.g. 
Ex-Im  or  SBA,  at  the  correct  time.   The  EAC  design  will 
facilitate  these  referrals. 

In  accordance  with  the  Export  Enhancement  Act  of  1992  we 
have  inaugurated  a  series  of  training  programs  in  trade  finance 
for  our  entire  domestic  field  staff.   On  their  performance 
evaluations,  our  trade  specialists  now  are  rated  on  trade  finance 
counseling  skills.   As  we  have  begun  to  train  the  new  teams  at 
the  EACs,  we  have  incorporated  trade  finance  training  into  these 
agenda,  too,  to  ensure  that  as  "seamless"  delivery  as  possible  of 
federal  trade  finance  services  is  effected  at  each  Center. 

The  rollout  of  the  EAC  network  across  the  United  States  is 
going  to  bring  federal  trade  finance  services  closer  to 
exporters .   Along  with  us,  Ex-Im  and  SBA  will  be  co-located  and, 
as  a  result,  both  will  have  more  direct  contact  with  the  small 
business  public  than  before.   Their  interface  will  not  be  just 
with  banks  -  but  a  "retail"  relationship  with  exporters,  too. 

Small  exporters'  greatest  financial  need  is  for  working 
capital  to  take  advantage  of  the  many  opportunities  that  await 
them.  "  We  are  aware  of  Ex-Im' s  and  SBA's  efforts  to  harmonize 
their  working  capital  guarantee  programs  and  to  make  them  more 
transaction-oriented.   We  applaud  this  move.   We  think  this 
effort,  which  we  understand  is  targeted  to  go  into  effect  on 
October  1,  will  eliminate  confusion  and  some  duplication  between 
these  agencies'  programs  now. 

Also,  this  collaboration  of  Ex-Im  and  SBA  will  place  less 
emphasis  on  the  small  exporter's  own  creditworthiness  and  more  on 
the  worthiness  of  the  transaction.   In  this  way,  small  companies 
which  often  don't  have  "classic"  balance  sheets  nor  P&L 
statements  which  banks  like,  can  turn  to  the  federal  government 
as  a  true  lender  of  last  resort  and  still  ha«ve  a  chance  to 
finance  a  good  export  deal.    We  think  this  is  a  good  step 
forward  to  make  "user  friendly"  (DEC  Forum  quote)  export  finance 
support  from  the  U.S.  Government. 

CHAIRMAN  FRANK  AND  REPRESENTATIVE  FURSE  -   once  again  on  behalf 
of  the  US&FCS  I  express  our  appreciation  for  being  able  to 
participate  in  these  hearings.   Our  goal  is  to  get  more  American 
companies  into  more  foreign  markets.   Ninety-six  percent  of  our 
nation's  exporters  have  less  than  500  employees,  and  70%  have 
less  than  100  employees.   Even  though  small  companies  account  for 
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only  about  30%  of  our  exports  in  terms  of  value,  small  companies 
are  very  important  to  America's  future  in  a  global  economy  and 
many  more  should  be  exporting  more  often.   Better  access  to 
export  finance  is  critical  to  help  them  realize  that  potential. 


ATTACHMENT 
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APPENDIX 


RECOMMENDATIONS 

(National    DEC    Forum) 
We  recommend  that: 

*  To  allow  a  more  effective  use  of  credit  lines  from  the  private 
financial  sector  die  government  provide  bid  and  performance 
bond  guarantees.   Such  guarantees  would  allow  the  full  value  of 
these  credit  lines  to  be  used  for  die  actual  export  transaction; 

*  The  Small  Business  Administration  re-evaluate  the  automatic 
personal  guarantee  provisions  on  their  loans,  and  remove  or 
adjust  the  institutional  rate  cap; 

*  There  be  a  relaxation  of  underwriting  standards  to  make  working 
capital  more  'useable  '; 

*  Government  export  finance  agencies  re-evaluate  their  position 
with  the  private  sector  and  become  a  closer  partner  with  the 
private  sector  in  sharing  risks  and  rewards; 

*  When  the  Trade  Promotion  Coordinating  Committee  prepares  the 
Unified  Budget  for  Export  Promotion  and  Assistance,  resources 
be  reallocated  with  greater  emphasis  on  export  finance  for 
medium  and  small  sized  businesses; 

*  The  U.  S.  Export-Import  Bank  work  diligently  to  increase  the 
number  of  commercial  banks  with  discretionary  authority  for 
EX-lM's  working  capital  loans; 

*  To  enhance  the  quality  of  counseling  assistance  to  U.  S. 
exporters,  the  U.  S.  Department  of  Commerce  have  highly  trained 
International  Trade  Specialists  in  the  area  of  finance,    litis  is 
particularly  true  for  the  U.  S.  Export  Assistance  Centers; 
counselors  must  have  the  ability  to  'package'  the  export 
transaction  so  that  it  is  'bankable';  and, 

*  A  renewed  effort  be  made  to  keep  the  private  sector  advised  as  to 
the  financial  assistance  programs  available;  and  that  trade 
finance  information  on  the  National  Trade  Data  Bank  be  kept  as 
current  as  possible. 
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OREGON  BANKERS  ASSOCIATION 


INDEPENDENT  COMMUNITY  BANKS  OE  OREGON  soa/sei -3522 

1  -800-468-8558 
777  13th  STREET  S.E..  SUITE  130  .  P.O.  BOX  13429  •  SALEM,  OR  97309-1429  FAX:  503/581  -871 4 

August   26,    1994 

Presentation  on  Export  Promotion  and  Export  Financing  by  Thomas  E. 
Lowles   representing  The  Oregon   Bankers  Association  at   Field  Hearings  of 
Congressman  Frank  and  Congresswoman  Furse 

On  behalf  of  the  Oregon  Bankers  Association  I  am  pleased  to  be  here  to 
discuss  the  financing  of  exports  in  the  State  of  Oregon. 

To  begin  with  Oregon  is  a  state  heavily  populated  by  small  businesses.     I 
understand  that  90%  of  the  businesses  in  the  state  of  Oregon  employ  20  or 
fewer  people.     Oregon  is  also  a  state  in  which  international  trade  is  very 
important.     It  is  estimated  that  at  least  one  in  six  Oregon  jobs  is  related 
to   international  trade.      Oregon   is  strategicaly   located  on  the   Pacific   Rim 
with  easy  access  to  expanding  Asian  markets  as  well  as  those  in  Latin 
America  and  Europe.     Because  of  these  and  other  factors  international 
trade   is  very   important   to   Oregon's   major   industries,   such   as   agricultural 
products,  wood  products  and  high-tech  products  and  Oregon  products  are  in 
demand  around  the  world.     Oregon  has  well  developed  infrastructure  and 
trade  services  to  support  the  trade  activities  of  its  businesses. 

A  necessary  part  of  a  successful  export  strategy  is  the  ability  to  finance 
the  acquisition     and  manufacture  of  products  for  export  as  well  as  to 
finance  the  sales  of  those  products.     Oregon  banks  have  been  involved  in 
financing   oxports  for  their  customers  by   providing   pre-export   and   post- 
export  financing  through  direct  loans  and  loans  supported  by  government 
guarantees. 

In  past  years  exporting  was  mostly  done  by  larger  companies  with  a 
successful  track  record  of  domestic  sales.     The  extension  of  credit  by 
banks  to  support  their  export  sales  was  often  supported  by  their  financial 
strength   and/or  government  guarantees  or  insurance.     Today  many  smaller, 
less  well   capitalized,   newer  companies  want  to   export.     Their  needs  for 
financing   are  often   more   difficult  to   accomodate  because  of  their  lack  of 
capital,    profitable   financial    performance,    proven   track    record    or 
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experience.      In  additon  their  need  for  financing  is  often  to  cover  a  single 
transaction  which  may  or  may   not  be  followed  by  other  transactions. 

The  requirements  to  analyze  and  structure  a  loan  for  an  export  transaction 
can  often  be  time-consuming.     The  credit  risk  of  a  buyer  in  a  foreign 
country,  the  risk  posed  by  the  foreign  country,  the  method  of  payment  and 
terms  of  sale   must   be   reveiwed   in   addition   to   the   usual   information 
bankers  review  in  making  a  loan  decision.     Often  export  transactions  are 
viewed   by  bankers  as  being   riskier  transactions  to  finance  than   domestic 
transactions  with  which  bankers  are  usually  much  more  familiar.       As  a 
result  of  these  factors  loans  for  exports  may   be   more   difficult  to   obtain. 
This    is    particularly    true    for    smaller,    less    well-capitalized    companies. 

To  offset  these  risks  banks  look  to  Eximbank  and  the  SBA  to  provide  some 
additional  support  usually  in  the  form  of  loan  guarantees.     However,  the 
export  loan  guarantee  programs  offered  by  Eximbank  and  the  SBA  have  not 
been  widely  used  in  Oregon. 

There  appear  to  be  a  variety  of  reasons  for  this  lack  of  use.     To  begin  with, 
bankers   and  customers  in   many  cases  are  not  familiar  with  these 
programs  and  their  requirements  and  applicability.        Those  banks  with 
specialized      international   banking  operations  tend  to   be   more 
knowledgeable  and  better  prepared  to  utilize  the  programs.     However,  the 
requirements  of  Eximbank  and  SBA  at  times  appear  to  be  as  strict  as  the 
commercial  banks'  own   requirements  and   rather  than   apply  for  a  guarantee 
the  banks  will   pass  on  the  transaction   or  finance   it  without  the  guarantee. 
This   response  penalizes   smaller  companies   in   particular. 

In  regard  to  Eximbank  there  are  some  concerns  we  have  in  working  with 
them.       It  is  difficult  to  get  phone  calls  returned  in  a  timely  manner  as 
well  as  responses  to  questions  about  the  status  of  loans  and  programs.     It 
appears  that   Eximbank  is  understaffed  and  that   some  of   Eximbank  staffing 
is  inexperienced  in  lending   resulting   in  delays   in  processing   and   approvals. 

The   monitoring   and   control    requirements  for   the   working   capital 
guarantee  place  additonal  burdens  on  the  commercial  banks  which  may 
make  them  less  willing  to  use  the  program.     To  properly  monitor  the 
exporter's  usage  of  the  funds  requires  a  separate  method  of  accounting  and 
control. 
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Another   factor  which   may   limit   the   use   of   the   working   capital   guarantee 
program  is  the  requirement  that  the  goods  being  financed  be  at  least  51% 
U.S.  content.  For  manufacters  this  creates  a  problem  as  many  components 
of  products  manufactured  here  are  produced  overseas.     For 
distributors/wholesalers    (many    small    Oregon    exporters    are    middlemen), 
the  products  they  sell  may  have  less  than  51%  U.S.  content. 

Eximbank's  program  to  designate  banks  as  preferred   lenders  with  the 
promise   to   speed   turnaround   time   on   requests  from   those   preferrred 
lenders  should  help.     However,  the  bank  or  exporter  not  yet  qualified,  still 
appears  to  face  often  lengthy  dealings  with  Eximbank. 

Loan   fees   are   always  an   important  factor  for  businesses,   particularly 
small   businesses.      Eximbank  fees  for  the  working  capital  guarantee 
program  are  much  higher  than  the  SBA  fees  for  a  similiar  guarantee. 
These  fees  should  be  made  comparable  and  leave  room  for  a  lender  to 
assess  their  fee  so  that  the  total  fees  are  not  excessive  thus  making  the 
program    attractive   to    the    exporter. 

We  recommend  that,  as  with  the  SBA,   lenders  with  a  successful  track 
record  with   Eximbank  be  given   some   authority  to   commit   Eximbank  for 
working   capital   guarantees. 

In  the   area  of   medium   term   financing  with   Eximbank   involvement,  there 
does  not  appear  to  be  much  use  in  Oregon  of  these  programs  by  Oregon 
banks.     The  medium  term  programs  are  used  to  finance  capital  equipment 
sales  and  Oregon  does  not  have  a  lot  of  capital  equipment  manufacturers. 
Sales  of  capital  goods  which  need  financing  from  the  supplier  are  often  to 
foreign   buyers  in  countries  not  attractive  to  banks.      Banks   retain  an 
exposure  to  that  buyer  and  that  country  under  Eximbank's  program  that 
they  may   not  want  to   retain  thus  making  them   less  willing  to  finance  the 
transaction.      We   recommend  that   a  facility   be   established   which   will 
allow  the  banks  to  cover  this  exposure  if  they  wish. 

Further,   because  of  the   limited   usage   of  these   medium   term   facilities, 
banks  need  ready  access  to  knowledgeable  Eximbank  staff  to  answer 
questions   about   features    and    applicability   and    help   properly   structure 
transactions.      Again,   the   apparent   limited   staffing   and   knowledge   of 
Eximbank   staff   poses   a   problem   to   its  effective   use,   particular  for   less- 
experienced   banks. 


81 


Eximbank  insurance  programs  are  much  more  widely  used  than  the  other 
programs.     Banks  may  often  require  that  foreign  accounts  receivable  be 
insured   by  an   acceptable   insurer  prior  to  providing   financing.      Until 
recently,   Eximbank  had  the  only  program  aimed  at  smaller  companies. 
Also  their  program  for  banks  attracted  use  which  allowed  the  financing  of 
foreign   accounts   receivable  for  companies  which   otherwise   may   not   have 
occurred. 

A   potential   limiting   factor  on   usage  of  the   insurance  programs   is  the 
requirement  that  the  products  being  sold  be  of  at  least  51%  U.S.  content. 
This   again   may   particularly   impact   smaller  businesses   which   act   as 
middlemen  in  a  transaction. 

The  SBA  export  loan  guarantee  program  has  also  not  been  actively  used, 
again  perhaps  because  of  lack  of  knowledge  on  the  part  of  the  bankers  and 
customers. 

The  current  SBA  outreach  program  to  explain  the  changes  in  their 
guarantee  program  to  the  commercial  banks  and  in  particular  the  changes 
in   the   program    itself   should   generate   more    utilization. 

The  change  in  their  program  to  focus  on  transaction  financing  should  be 
much   more   helpful   in   securing   financing   for  trade   transactions  for   smaller 
companies.     This  program  should  help  overcome  many  of  the  reasons 
lenders  have  been  reluctant  to  lend  to  them  in  the  past.     However,  as  this 
approach  is  new  it  may  take  some  time  for  lenders  and  the  SBA  to  become 
comfortable   with   how   to   best   structure,    monitor   and   control   this   type   of 
financing.     A  potential  problem   is  the  additional  cost  to  the  lender  to 
monitor   and   control   the  transactions.      This  could   be  further  complicated 
when  the  lender  uses  another  correspondent  to  process  their  international 
payments  which  may  make  the  program  less  desirable  to  that  bank. 

We  have  some  concern  about  how  the  new  Export  Assistance  Center  (EAC) 
in  Seattle  will  address  the  issue  of  access  to  Eximbank.     We  have  heard 
that  the  Washington   Export  Assistance  Center,   a  Washington  state  funded 
program  will  be  the  Eximbank  resource  in  the  Northwest.     As  they  are 
state  funded,  we  doubt  they  will  be  allowed  to  assist  Oregon  companies 
unless  other  funding  is  provided.     Will  Eximbank  be  granted  additional 
funding  to   support  this  program's  outreach   efforts  beyond  the   state  of 
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Washington  or  will  the  other  states  be  served  out  of  Los  Angeles  or  in 
some  other  manner? 

If  Oregon  is  served  from  Los  Angeles  what  can  we  expect  in  the  way  of 
assistance?     Will  all  loan  guarantee  approvals  continue  to  be  handled  in 
Washington   which   creates   problems   because  of  the   time   difference? 
Could  some  of  the  lending  decision  making  be  handled  on  the  West  Coast? 

We  have  also  heard  that  SBA  will  handle  all  requests  for  loan  guarantees 
under  $750,000  and   Eximbank  will   handled   all   requests  for  loan 
guarantees   above   $750,000.      If  this  occurs,   will   Eximbank's  guarantee 
percentage  be  reduced  to  match  the  level  SBA  can  provide  (85%)?     If  the 
guarantee  percentages  are  to  be  changed  they  should  be  at  the  same  level 
for  SBA  and  Eximbank.     A  guarantee  of  90%  would  seem  acceptable. 

Analyzing  and  developing  a  complete  loan  package  can  involve  a  lot  of  time 
and    effort,    particularly    when    dealing    with    inexperienced    exporters. 
Because  of  this  banks  may  be  reluctant  to  become  involved  in  the  process 
if   they    believe   there   will   be   insufficient    return   to   justify   the    effort.      To 
assist   exporters  in  this  effort  and  have  a  better  chance  at  gaining  a 
lender's   participation,   programs  should   be  developed  to   provide  the 
necessary  counseling   and   assistance  to   develop  complete  loan  requests 
which  can  then  be  presented  to  the  banks  for  their  consideration.     These 
programs  could  be  funded  through  the  EACs. 

The  application  package  of  required  forms  for  the  SBA  could  be  revised  to 
combine   forms  together   reducing  the   need  to  type   redundant   information 
on  each  form.     This  would  make  it  easier  for  the  banks  and  the  applicants 
to  quickly  complete  the  forms. 

One   further  point  we  want  to   add   is  that  the   International   Banking 
Committee  of  the  Oregon  Bankers  Association  is  developing  a  manual  to  be 
distributed  to  the  banks   in  Oregon  describing  those  services  and  financing 
programs  most  needed  by  companies  and  individuals  involved  in 
international  trade.      This  manual   will   include  telephone   numbers  and 
addresses   of   banks   with   specialized    International    Banking   Departments 
for  the  users  to  contact. 

We  hope  that  these  issues  and  concerns  will  assist  in  developing  programs 
which   will    effectively   serve   the    needs   of   businesses   in   financing   their 
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exports.     The  banking  community  in  Oregon  wants  to  meet  the  reasonable 
needs  of  all  potential  borrowers  and  is  ready  to  assist.     Thank  you  for  your 
time. 
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House  Subcommittee  on  International  Development 

Finance,  Trade  and  Monetary  Policy 

Field  Hearing 

(Representative  Barney  Frank,  Chairman) 

August  26,  1994 

Written  Statement:   Anna  D.  Barker,  Ph.D. 

President  and  CEO 
International  BioClinical,  Inc. 
6040  N.  Cutter  Circle,  Ste.  317 
Portland,  OR  97217 

Mr.  Chairman,  Congressman  Furse,  thank-you  for  the  opportunity  to 
summarize  International  BioClinical ' s  (IBC)  experiences  in 
international  business  development. 

International  BioClinical  Inc.  (IBC)  manufacturers  therapeutic  drug 
monitoring  (TDM)  assays  for  use  on  existing  laboratory  diagnostic 
instrumentation.  IBC  also  develops  custom  diagnostic  assays  for 
pharmaceutical  companies  that  require  a  TDM  assay  to  monitor  a  new 
drug  for  either  regulatory  or  marketing  reasons. 

Our  strength  is  in  the  development  and  commercialization  of 
immunoassay  technologies,  specifically  Fluorescence  Polarization 
Immunoassays  (FPIA) .  We  currently  offer  13  FDA-approved  diagnostic 
assays  that  are  sold  through  a  combination  of  direct  sales  and  an 
international  distribution  network.  IBC  offers  hospital  clinical 
laboratories  the  opportunity  to  choose  alternative,  high  quality 
TDM  assays  at  prices  that  are  significantly  less  than  the 
competition . 

IBC's  40  management,  scientific  and  administrative  staff  work 
together  in  a  new  GMP  approved  manufacturing  facility  in  Portland. 
We  are  currently  in  the  final  stages  of  a  merger  transaction  with 
a  public  California  biotechnology  company  and  a  private  French 
company.  Assuming  that  this  transaction  is  successfully  finalized 
in  September,  the  newly  merged  company  will  be  headquartered  in 
Portland . 

IBC  has  built  a  successful  niche  business  in  TDM  diagnostics  on  a 
worldwide  basis.  We  believe  that  international  markets  will 
becoming  increasingly  important  for  our  products  due  to  a  global 
demand  for  high  quality  diagnostic  products  that  reduce  healthcare 
costs.  In  fact,  it  is  likely  that  market  demand  outside  the  United 
States  (OUS)  for  selected  diagnostic  and  pharmaceutical  products 
from  small  biotechnology  companies  such  as  IBC  will  expand 
significantly  in  the  next  few  years.  There  are  several  reasons  for 
this  expected  OUS  expansion,  including: 

1.  Government  regulation  of  diagnostic  and  therapeutic  products 
outside  t he  U.S.  often  permits  U.S.  based  healthcare  companies  to 
introduce  new  technology  and  diagnostic  applications  sooner  and  at 
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a  fraction  of  the  cost  required  by  the  more  rigorous  U.S.  system  of 
regulations. 

2.  Healthcare  outside  the  U.S.  is  both  budget  driven  and  government 
regulated.  Since  the  cost  of  current  technology  is  often  high  and 
controlled  by  a  few  companies,  healthcare  providers  are  extremely 
interested  in  alternative,  cost-effective  high-quality  products. 

3 .  There  is  a  growing  trend  in  many  European  countries  toward  a 
free  market  system  in  laboratory  diagnostic  testing.  As  a  result, 
privately  owned  diagnostic  centers  are  emerging  that  compete 
directly  with  the  public  healthcare  sector.  Small  companies  can 
compete  in  this  marketplace. 

IBC'b  International  Business  Development  Strategy 

International  BioClinical  (IBC)  has  taken  advantage  of  this 
growing  OUS  market  opportunity  through  the  implementation  of  an 
aggressive  business  strategy  that  is  focused  in  quality  products, 
competitive  pricing,  new  technology  introductions  and  international 
distribution  partnerships.  We  have  successfully  grown  our  OUS 
business  by  over  100%  during  the  last  three  years. 

Increasing  international  pressures  to  cut  healthcare  costs  and 
escalating  competition  among  a  controlled  number  of  laboratories 
for  testing  requests  from  a  limited  number  of  general  practitioners 
provides  IBC  with  a  receptive  market.  In  many  European  countries 
the  general  practitioner  pays  for  the  care  of  their  patients,  and 
private  reference  laboratories  are  competing  successfully  with 
public  hospitals.  IBC's  competitive  prices  permit  both  public  and 
private  laboratories  to  meet  budget  goals  and  compete  for  the 
laboratory  testing  business. 

IBC's  alliances  with  U.S.  pharmaceutical  companies  (to  develop 
custom  TDM  assays  for  new  therapeutic  drugs)  allows  the  Company  to 
offer  new  assays  to  OUS  customers  for  use  with  new  drugs  that  may 
require  years  for  U.S.  approval.  For  example,  IBC  developed  a 
custom  assay  for  a  new  ant -infective  drug  called  Teicoplanin 
through  an  alliance  with  Marion  Merrell  Dow.  This  new  drug  is  used 
extensively  in  Europe  to  treat  difficult  bacterial  infections,  but 
has  not  been  approved  for  use  in  the  U.S.  IBC's  unique 
Tecicoplanin  assay  is  a  major  revenue  source  for  the  Company  in 
foreign  markets  where  the  drug  is  used  regularly. 

Lastly,  IBC's  success  in  international  business  development  derives 
from  a  network  of  "engaged"  business  partners.  We  have  found  that 
merely  developing  exclusive  agreements  with  foreign  distributors 
does  not  guarantee  focus  on  the  sale  of  our  products.  In  addition, 
to  volume  discounts  and  pricing  incentives,  we  have  implemented 
two  key  programs  that  encourage  our  distributors  to  sell  our 
products.  We  hold  field  work  sessions  with  each  of  our 
distribution  partners  several  times  each  year  to  visit  customers. 
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refresh  training  and  listen.  Secondly,  we  offer  24  hour,  7  day  a 
week  technical  service  for  our  products  to  our  customers  anywhere 
in  the  world. 

This  approach  to  comprehensive  foreign  customer  service  and 
distributor  support  is  unique  for  a  company  of  our  size.  We 
believe  that  without  this  level  of  support  our  pricing  strategy 
would  be  of  little  value. 

Barriers  to  International  Business  Development 

Although  IBC  has  been  relatively  successful  in  its  international 
business  development  strategy,  we  have  faced  many  problems. 
Unfortunately  the  nature  and/or  magnitude  of  many  of  these  problems 
slow,  or  in  some  cases  prevent,  our  ability  to  realize  the 
potential  of  the  international  market  opportunities  previously 
cited.  I  would  like  to  summarize  some  of  these  major  issues  for 
the  Subcommittee: 

(1)  Small  businesses  must  have  credit  protection  in 
foreign  countries.  In  many  countries  it  is  not  unusual 
that  accounts  receivable  timelines  may  run  90  days  and 
there  are  very  few  effective  ways  of  protecting  yourself 
from  those  foreign  businesses  that  decide  not  to  pay 
their  bills.  Small  businesses  such  as  IBC  must  purchase 
foreign  credit  insurance,  which  adds  significantly  to  the 
cost  of  doing  business,  reduces  competitiveness  and 
adversely  impacts  cash  flow.  Is  it  possible  that  the 
U.S.  government  can  offer  any  support  for  small 
businesses  in  these  areas? 

(2)  Wire  transfer  payments  from  foreign  banks  can  take 
days  to  weeks.  Are  there  ways  to  increase  efficiency  of 
these  transactions? 

(3)  It  is  prohibitively  expensive  for  small  businesses 
to  employ  staff  in  foreign  countries,  roughly  double  the 
cost  for  a  U.S.  employee.  It  would  often  be  desirable 
from  a  cost  effectiveness  standpoint  to  hire  individuals 
to  develop  business  "in  country".  Are  there  programs  to 
provide  help  in  this  area? 

(4)  Developing  a  distribution  (business  development) 
network  outside  the  U.S.  is  time  consuming  and  expensive 
for  any  company,  but  is  especially  daunting  for  small 
companies  with  limited  resources.  We  have  worked  through 
foreign  embassies,  colleagues  and  U.S.  connections  to 
develop  our  business  to  date.  Is  there  a  U.S.  program  to 
introduce  small  U.S.  companies  to  appropriate  foreign 
partners?  Could  yearly  subject/business  focused 
conferences  be  held  to  accomplish  this  goal? 
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(5)  Is  it  possible  that  specific  strategic  partners 
could  be  identified  for  joint  development,  technology 
exchange  and  reverse  distribution?  Several  of  the 
foreign  embassies  (e.g.  Belgium)  have  technology  attaches 
that  perform  this  function.  Do  we  have  similar  programs 
to  encourage  international  trade? 

(6)  Language  barriers  are  just  that.  While  many 
countries  teach  or  encourage  their  citizens  to  speak 
English,  we  have  not  been  as  diligent  in  teaching  our 
children  other  languages.  Language  assistance  and/or 
tutoring  programs  for  the  staff  of  small  companies  would 
be  of  great  value  in  promoting  international  business 
development. 

(7)  We  need  to  simplify  export  regulations  for  U.S. 
medical  products  and  facilitate  the  approval  of  foreign 
medical  products  for  distribution  and  sale  in  the  U.S. 
This  complexity  is  inherent  in  our  rigorous  and  lengthy 
FDA  process  for  the  approval  of  diagnostic  and 
therapeutic  products.  Since  the  European  community  is 
making  an  attempt  to  coordinate  a  pan-European  approach 
to  regulation  of  medical  products,  is  it  possible  that  a 
cooperative  U.S . -European  strategy  could  be  developed  for 
exported  products?  Could  a  similar  approach  be 
considered  for  Japan? 

I  hope  that  this  brief  summary  of  IBC's  experience  in  international 
business  development  has  been  helpful.  IBC  currently  sells  its 
products  in  France,  Belgium,  Germany,  Spain,  Italy,  Switzerland, 
England,  Scotland,  Canada,  Australia,  Hong  Kong,  India,  and  is 
exploring  distribution  relationships  in  South  America,  Japan, 
Mexico  and  eastern  Europe.  Despite  our  success,  the  barriers  to 
future  growth  are  daunting.  I  have  attempted  to  summarize  some  of 
these  key  problem  areas  and  offer  some  possible  approaches  for 
resolution. 

Thank-you  again  Mr.  Chairman  for  the  opportunity  to  present 
testimony  today.   I  would  be  pleased  to  answer  any  questions. 
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Testimony  of  David  W.  Welsh 

Executive  Director 

Oregon  Environmental  Technology  Association 

Before  the  House  Committee  on  Banking,  Finance 

and  Urban  Affairs 

Portland,  Oregon,  August  26,  1994 


The  Oregon  Environmental  Technology  Association  (OETA)  appreciates  the 
opportunity  to  comment  on  this  important  and  complex  topic.   As  with  many  growth 
industries  in  the  U.S.,  the  export  of  environmental  technologies  and  services  is,  and, 
continues  to  be,  enormous.    Many  estimates  are  as  high  as  $300-400  billion  in  the 
next  20  years.   There  is  no  doubt  that  the  potential  is  huge,  the  question  is,  "who  is  to 
take  advantage  of  this  expansive  market?" 

OETA  is  an  industry  trade  organization  with  approximately  200  members  serving 
the  Oregon  environmental  industry  since  1990.   OETA  publishes  a  quarterly  newsletter 
and  acts  as  a  clearing  house  for  information  and  opportunities.   Through  an  electronic 
communications  system,  Oregon  Telcom,  the  association  presents  information  on 
topics  ranging  from  Hanford  clean-up  to  water  quality  issues  in  Mexico.   Members 
range  in  size  from  multi-million  dollar,  multi-national  architecture  and  engineering  firms 
to  husband-and-wife  wetlands'  consultants.   The  nature  of  the  environmental  industry 
requires  the  consideration  of  international  markets.   However,  the  scope  of 
international  problems  in  places  such  as  Thailand,  China,  or  Mexico,  precludes  many 
small  firms  from  participating  in  much  touted  clean-up  opportunities.   The  problems 
are  well  known.   The  promised  dollars  from  both  the  U.S.  and  host  countries  are  also 
well  known.   The  link  between  the  problems  and  those  companies  generating  jobs  in 
the  industry  is  missing. 

The  fact  is,  "only  the  big  boys  and  girls  are  playing  in  those  markets."   CH2M 
Hill,  Bechtel,  and  Davis  Wright-Tremaine,  for  example,  can  afford  the  prerequisite 
market  development  efforts  to  be  successful.   The  small  firms  that  are  the  backbone  of 
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the  domestic  industry  can't  afford  to  open  an  office  in  Taipei,  Taiwan,  to  establish 
contacts  to  land  potential  future  clean-up  contracts.   This  is  not  to  say  that  the  small 
firms  don't  have  the  technical  expertise  to  help  solve  the  problems.   But  as  long  as  the 
contracts  are  sized  at  the  $10  million  water  treatment  project  level,  for  example,  small 
firms  will  not,  and  cannot,  participate,  no  matter  how  many  zeros  are  attached  to  the 
estimates.   What  is  needed  is  a  subcontracting  structure.   If  the  opportunities  are 
going  to  be  beneficial  to  the  bulk  of  environmental  firms  the  contracts  must  match  the 
financial  capabilities  of  smaller  firms.   These  firms  are  ready  to  apply  their  ideas  and 
expertise  to  the  complex  tasks  at  hand,  but  they  cannot  compete  for  $10  million 
contracts. 

The  association  is  often  approached  by  state  and  federal  agencies  to  help 
identify  firms  interested  in  exporting.   Our  response  is,  "what  are  the  opportunities?" 
The  reply  is  often,  "multi-million  dollar  grant  projects  to  do  feasibility  studies  in  country 
X  in  the  next  two  years."  Assistance  agencies,  such  as  the  U.S.  Department  of 
Agriculture,  U.S.  AID,  the  U.S.  Department  of  Commerce,  and  its'  International  Trade 
Administration,  as  well  as  others,  need  to  approach  the  situation  differently.   Their 
approach  needs  to  be,  "How  can  the  opportunities  be  broken  into  smaller  more 
manageable  packages."  The  question  is  not,  "who  is  interested  in  China?"  The 
question  is,  "what  are  the  opportunities  and  challenges  being  faced  in  China?"  What 
can  the  development  agencies  do  to  incorporate  subcontracting  requirements  into  the 
development  and  assessment  grants  they  are  awarding  to  the  big  players? 

Assuming  that  support  of  the  environmental  industry  is  the  goal  and  that  money 
is  available  to  pay  for  cleanups,  small  companies,  which  make  up  the  majority  of  the 
industry,  need  to  have  these  cleanup  opportunities  packaged  in  such  a  way  that  they 
are  commensurate  with  their  financial  capabilities.    However,  even  if  this  were  the 
case,  additional  barriers  exist. 

The  most  critical  of  these  barriers  is  the  lack  of  a  strong  regulatory  structure  in 
those  developing  countries  where  the  largest  opportunities  lie.  Corporations  do  not 
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comply  with  regulations  and  spend  money  on  clean-up  efforts  because  they  are 
"green  corporate  citizens,"  they  do  so  in  response  to  a  strong  regulatory  structure 
and  enforcement  mechanisms.   While  the  goal  of  the  environmental  industry  is  to 
demonstrate  to  pollution  generators  that  waste  prevention  makes  more  bottom-line 
sense  that  remediation  and  clean-up,  the  reality  is  that  this  is  regulation-driven 
business.   Environmental  compliance  is  seen  as  a  cost,  not  a  cost-saving  effort. 

One  answer  to  this  problem  is  replace  trade  missions  with  programs  to  export 
the  experience  of  U.S.  regulatory  agencies,  such  as  Oregon's  Department  of 
Environmental  Quality.    By  forming  linkages  with  foreign  government  agencies  to  help 
them  improve  their  abilities  to  enforcement  existing  environmental  regulations,  the 
market  for  U.S.  environmental  services  will  also  be  improved. 

A  country's  existing  environmental  regulatory  structure  should  also  be  used  to 
focus  the  efforts  of  U.S.  environmental  exports.   While  there  may  exist  problems 
related  to  air,  water,  and  soil  pollution,  if  a  country  has  elected  to  target  air  pollution, 
for  example,  then  it  makes  no  sense  to  try  to  encourage  water  or  pollution  control 
firms  to  seek  business  in  that  country.   The  regulatory  structure  and  available  funding 
will  always  follow  governmental  priorities. 

This  regulatory  structure,  together  with  increased  contact  with  U.S.  regulatory 
agencies,  can  also  serve  as  a  contact  point  for  market  education.   By  educating  the 
foreign  environmental  regulatory  body  about  available  U.S.  technology,  they  can  then 
"suggest"  such  technology  to  their  regulated  industries. 

In  summary,  there  are  several  ways  the  federal  government  could  assist  and 
encourage  the  exporting  of  U.S.  environmental  technology: 

1 .    Research  and  make  available  information  about  opportunities  that  reflect  an 
understanding  of  the  size  of  companies  that  make  up  the  environmental 
industry.   If  the  goal  is  to  assist  small  companies,  funding  only  very  large  clean- 
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up  projects  is  not  the  answer; 

2.  Require  that  large  companies  who  are  awarded  large-scale  international 
clean-up  contracts  subcontract  portions  back  to  small  U.S.  firms,  as  is  required 
domestically; 

3.  Provide  programs  and  money  to  facilitate  company-to-company  contact. 
Person-to-person  contacts  are  generally  those  that  pay  off  once  a  challenge  is 
faced  and  matching  a  foreign  business  with  a  U.S.  partner  is  a  logical  way  of 
facilitating  these  contacts;  and, 

4.  Developing  programs  to  encourage  professional  exchanges  between  state 
and  local  U.S.  regulatory  agencies  and  their  foreign  counterparts.   These 
relationships  can  develop  into  business  opportunities  through  personal  contacts 
and  recommendations  as  well  as  education  about  the  types  of  technology  that 
exists  and  those  companies  who  are  able  to  provide  that  technology. 
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EXECUTIVE  SUMMARY 

"The  National  DEC  Action  Forum  '94  -  International  Competitiveness"  is  the  product  of  a 
Survey  of  all  Council  members  carried  out  in  January,  1993.   The  Survey  found  that  a 
significant  percentage  of  the  DEC  membership  was  cognizant  of  and  interested  in  addressing 
issues  related  to  our  Nation's  international  competitive  position.    "The  Forum"  provided  the 
venue  for  the  membership  to  discuss  the  issues  they  identified  as  having  the  greatest  impact 
on  their  competitiveness;  and,  to  develop  recommendations  and  programs  for  Federal 
Government  and  Council  actions  that  will  assist  in  the  improvement  of  our  ability  to  compete 
in  the  world  economy. 

The  premise  on  which  the  Forum  was  based  is  that  the  challenge  our  Nation  faces  can  be  met 
successfully  only  if  the  private  sector  and  government  work  together  -  cooperating  -  having 
businesses*  and  Federal  philosophies,  strategies,  and  policies  work  in  concert  with  one 
another. 

In  keeping  with  our  premise,  we  have  proposed  a  set  of  District  Export  Council 7 
Actions/Programs  that  will  help  improve  our  competitiveness  within  each  Issue  area.   The 
DEC  "Action  Agenda"  is  presented  prior  to  the  recommendations  for  Government  Action. 
The  business  community  must  live  up  to  its  responsibility  in  meeting  these  challenges  before 
we  can  expect  a  'good  faith'  response  from  the  Federal  Government. 

The  Issues  are  presented  in  their  order  of  importance  as  identified  in  the  Survey  and  seen  by 
the  active  contributors  attending  the  Forum.   In  addition,  the  Issues  are  only  those  that 
coincide  with  the  District  Export  Councils'  mission  and  expertise. 

The  Issues  are: 

*  Access  to  Foreign  Markets; 

*  International  Trade  Finance; 

*  Government-Industry  Cooperation;  and, 

*  Education  &  Training  (Positioning  the  Work  Force  to  Win  Globally) 

The  single  most  important  issue  is  U.  S.  companies'  Access  to  Foreign  Markets.   Fair  entry 
and  standards  are  seen  as  two  important  components  of  acceptable  access.   The  Forum's 
Agenda  for  the  DECs  includes  continuing  support  for  the  Administration's  recent  successes 
and  a  new  initiative  that  will  provide  the  government  with  more  information  from  the  great 
majority  of  our  Nation's  exporters  -  information  that  will  assist  the  government  in  reaching 
critical  decisions  that  impact  all  exporters,  large  and  small. 

Recommendations  for  Government  Action  reflect  the  'trading  world'  as  it  is  today  -  the  re- 
evaluation  of  'business  practices';  coordination  of  Trade  and  Foreign  Policy;  and  a  more 
careful  review  of  international  standards. 
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International  Trade  Finance  is  seen  as  a  major  stumbling  block  to  U.  S.  competitiveness  - 
especially  for  small  companies.   The  Action  Agenda  for  the  Councils  is  a  pro-active  program 
that  will  disseminate  key  information  and  move  our  Nation's  banking  community  to  a  more 
enlightened  position  regarding  the  financing  of  exports. 

The  Forum's  recommendations  are  straightforward  and  to  the  point.   Actions  that  when  taken 
will  increase  the  effectiveness  of  existing  credit  lines;  improve  working  capital  funds;  and 
make  existing  Federal  support  more  'user  friendly'. 

The  DEC  Agenda  and  recommendations  for  Government-Industry  Cooperation  will,  among 
other  things,  improve  the  ability  of  smaller  companies  to  meet  foreign  market  needs;  improve 
information  flows  within  the  business  community;  have  Federal  export  assistance  programs 
become  'customer  driven';  and  formalize  the  Federal  Government's  "Advocacy  Role"  for 
U.  S.  business. 

Positioning  the  Workforce  for  the  future  calls  for  greater  accountability  of  our  educational 
system(s)  and  for  an  increased  effort  to  meet  the  needs  of  international  companies, 
particularly  smaller  companies.   The  Councils'  Action  Agenda  attacks  the  challenge  within 
the  private  sector's  structure  as  well  as  through  the  educational  system(s). 

You  have  just  had  a  'glimpse'  of  the  DEC  Action  Agenda  and  Recommendations.   It  is 
impossible  to  present  the  creative  and  innovative  character  of  the  Report  in  the  Executive 
Summary.   We  urge  that  you  take  an  additional  10  minutes  and  read  the  full  Report  -  we 
bebeve  it  will  be  time  'well  spent'. 

Mr.  J.  W.  Kisling,  Chairman  of  the  Missouri  District  Export  Council,  announced  that  the 
Missouri  DEC  will  host  the  next  National  DEC  Action  Forum  in  the  spring  of  1995.  We 
look  forward  to  seeing  you  in  the  'Show  Me'  state. 

Finally,  true  cooperation  can  only  become  a  reality  through  dialogue  between  business  and 
government.   A  dialogue  that  results  in  a  mutual  understanding  of  and  appreciation  for  the 
difficulties  faced  by  business  and  the  multi-dimensional  responsibilities  of  our  Nation's 
government.   We  view  the  first  Forum  and  this  Report  as  an  initial  step  in  that  dialogue. 


Thomas  L.  Richards,  Chairman 
Minnesota  District  Export  Council 
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INTRODUCTION 

The  Department  of  Commerce  reported  recently  that  96  percent  of  U.  S.  exporters  employed 
less  than  500  people  and  that  seven  out  of  ten  exporters  had  fewer  than  100  employees. 
Ninety-six  percent  of  our  Nation's  exporters  are  SMALL  COMPANIES!  While  accounting 
for  only  29  percent  of  the  dollar  value  of  our  exports  at  present,  small  companies  hold  the 
promise  for  America's  future  in  the  global  economy.   America's  international  fate  rests  with 
our  smaller  companies. 

The  51  District  Export  Councils'  membership  are  for  the  most  part  from  'the  small 
company'.   In  a  sense,  the  voice  you  hear  in  this  Report  is  the  voice  of  the  little  appreciated 
and  oft  forgotten  '96  percent*. 

One  hundred  and  thirty-five  business  persons  representing  26  District  Export  Councils 
attended  the  National  DEC  Action  Forum  '94.  They  discussed  and  developed 
recommendations  and  action  programs  that  would  make  America  more  competitive. 
Representatives  from  the  manufacturing  sector,  financial  community,  shipping  and'other 
service  groups  were  present. 

While  the  composition  of  the  attendees  was  diverse,  they  had  one  common  characteristic  - 
each  and  every  person  recognized  the  need  to  improve  our  Nation's  competitive  position. 

The  tone  of  the  meeting  expressed  a  major  concern  for  America's  future  and  demonstrated  a 
high  level  of  frustration  -  particularly  from  smaller  companies  -  frustration  that  is  the  product 
of  years  of  what  they  perceive  as  fighting  an  uphill  battle.   Day  after  day,  year  after  year, 
these  companies  have  been  face  to  face  with  our  competitors  throughout  the  world.  They 
have  been  confronted  with  real  obstacles  which  government  officials  and  academicians  only 
discuss  in  the  abstract  in  their  walnut  paneled  offices  in  Washington  or  the  protected  confines 
of  our  universities  and  colleges. 

Those  in  attendance  who  manufacture  and  export  experience  first-hand  the  effects  of 
decisions  over  which  they  feel  they  have  no  control.   They  see  their  competitors  selling  and 
establishing  foundations  for  long-term  relationships  in  markets  that  are  closed  to  them.  They 
operate  in  markets  having  different  customs  than  ours  but  are  themselves  obliged  to  act  as 
though  they  were  operating  in  their  own  country.  When  opportunities  become  realities  and 
they  approach  our  Nation's  financial  community  for  the  wherewithal  to  fulfill  the 
opportunity,  they  are  rejected  because  of  a  banks'  attitude  toward  risk,  what  an  acceptable 
return  is;  or  they  find  that  they  have  depleted  their  line  of  credit  by  fulfilling  bonding 
requirements.   At  every  turn  they  perceive  a  new  obstacle,  a  lost  sale,  an  unfair  advantage 
given  to  their  competitors.   This  is  the  view  of  the  'competitive  world'  held  by  many  who 
export. 

The  stage  is  set  -  the  recommendations  to  the  Federal  Government  reflect  those  steps  that 
will  have  the  greatest  positive  impact  on  the  competitiveness  of  'all  business  and  small 
business'.  The  Action  Agenda  proposed  for  District  Export  Council's  reflects  those  areas 
where  the  Councils  can  be  most  effective. 

"Let  us  begin!" 
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ACCESS  TO  FOREIGN  MARKETS 

DEC  ACTION  AGENDA 

Too  many  times  the  business  community  comes  to  the  Federal  Government  with  a  'laundry 
list'  of  things  the  government  should  or  must  do  to  help  business  -  to  improve  the 
environment  in  which  business  operates.   It's  almost  as  though  all  the  challenges  faced  by 
business  and  our  Nation  can  only  be  solved  by  government  action  and  policies. 

To  be  certain,  government  has  to  do  its  part,  but  very  little  has  been  solved  by  government 
action  alone.   This  is  particularly  true  when  it  comes  to  improving  U.  S.  competitiveness. 
Business  cannot  depend  on  the  Federal  Government  to  'do  it  for  them';  and  government 
cannot  take  the  position  that  being  competitive  is  businesses'  problem  -  'let  them  take  care  of 
it'.   Business  and  government  must  work  together  to  address  the  challenges  to  our  economic 
future. 

The  National  DEC  Action  Forum  '94,  International  Competitiveness  was  based'  on  the 
premise  that  business  and  government  must  work  together.   Therefore,  the  National  DEC 
Action  Forum  proposes  a  National  DEC  Action  Agenda,  that  when  implemented  will 
improve  our  Nation's  export  performance  and  international  competitive  position. 

First,  the  District  Export  Councils  must  have  the  channels  of  communication  and  an 
organizational  structure  that  will  allow  the  Councils  to  carry  out  the  recommended  Action 
Agenda;  therefore,  we  will 


Form  a  National  DEC  Competitiveness  Coordinating  Committee 


The  committee  could  be  placed  within  existing  committee  structures;  e.g.,  the  National  DEC 
Chairperson  Committee;  or  a  new  committee  could  be  formed. 

The  authors  of  the  Report  recommend  that  the  District  Export  Councils  consider  publishing  a 
quarterly  Competitiveness  Newsletter.   The  Newsletter  would  provide  the  opportunity  to 
share  programs,  solutions  to  common  problems,  and  raise  issues  of  concern  to  the  Councils. 

While  not  specifically  discussed  at  the  Forum  we  believe  the  potential  merits  of  a  Newsletter 
warrant  its  inclusion  in  this  Report. 
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As  members  of  the  business  community,  we  support  enthusiastically  all  market  opening 
initiatives  of  the  U.  S.  Government.  To  demonstrate  our  'good  faith'  effort  we  will: 


Review  and  comment  on  all  non-tariff  programs,  proposals,  and 
standards  that  impact  our  international  business  community  in 
general  and  small  exporters  in  particular. 


We  will  share  our  positions  and  concerns  through  the  Office  of  Public  and  Private  Programs 
or  through  the  Industry  Sector  Advisory  Committee  on  Small  and  Minority  Business  for 
Trade  Policy  Matters  (ISAC  14). 

We  offer  our  experience  and  insight  on  these  issues  because  of  the  importance  of  small  and 
medium  sized  companies  in  America's  export  performance.   Commerce  reported  recently  that 
"Ninety-six  percent  of  U.  S.  exporting  companies  have  less  than  500  employees  and  seven  of 
every  ten  U.  S.  exporters  have  less  than  100  employees...."1  The  vast  majority  of  DEC 
members  represent  companies  of  this  size. 

Commerce  and  the  Administration  are  aware  of  the  concerns  of  96  percent  of  our  Nation's 
exporters.   We  believe  they  will  be  open  to  the  Councils'  offer. 

In  Commerce's  own  words,  "ISAC  14  is  the  only  trade  advisory  committee  to  the 
U.  S.  Government  on  small  and  minority  business  concerns."2  An  advisory  committee  with 
only  24  members  at  present,  and  with  a  cap  membership  of  35  is  surely  challenged  in  its 
attempt  to  express  the  concerns  and  positions  of  96  percent  of  our  exporters. 

We  believe  medium  and  small  exporters  should  have  a  stronger  voice. 

The  Councils  will  continue  to  promote  and  support  the  Administration's  market  opening 
successes  by: 


Supporting  the  Secretary  of  Commerce's  "Export  Mexico 
Program";  and, 

Promoting  the  passage  of  the  General  Agreement  on  Tariffs  and 
Trade. 


1  Business  America.  November  29,  1993;  p  2 
2  Ibid;  p  9;  underlines  added 
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RECOMMENDATIONS  FOR  FEDERAL  ACTION 

If  U.  S.  companies  are  unable  to  enter  a  market  because  of  policies  imposed  by  the  host 
government  or  policies  being  considered  by  our  government,  it  doesn't  make  any  difference 
how  competitive  we  are  -  we  simply  don't  have  the  opportunity  to  compete.   Market  closing 
policies,  whether  established  by  foreign  governments  or  by  the  actions  of  our  own 
government  have  the  same  effect  -  a  loss  of  jobs,  lost  sales,  and  a  lower  standard  of  living 
than  otherwise  would  exist  for  American  workers. 


RECOMMENDATION 

We  recommend  that: 

With  the  demise  of  the  cold-war  era,  U.  S.  trade  andforeigfti? 
policies  be  implemented  on  the  basis  of  promoting  our  Nation's 
economic  well-being  and  competitive  position;  that  only  in 
circumstances  where  our  Nation 's  security  is  a  risk  should  trade 
be  used  as  a  sanction  to  further  our  foreign  policy. 


The  Administration  is  commended  for  its  many  market-opening  successes  over  the  past  year. 
The  passage  of  NAFTA,  the  successful  negotiation  of  the  GATT,  the  first  important  step  to 
open  markets  in  Asia  through  the  Asia  Pacific  Economic  Cooperation  and  the  lifting  of  the 
embargo  on  Vietnam,  February  3,  1994  are  prime  examples.   Each  provides  U.  S.  workers 
and  business  the  opportunity  to  meet  and  beat  our  competitors  in  the  global  marketplace. 

In  the  past  U.  S.  foreign  policy  has  used  U.  S.  trade  policy  as  a  tool  to  achieve  objectives  of 
a  non-economic  nature  -  sometimes  trade  and  foreign  policy  have  worked  together  to  the 
benefit  of  both  objectives.  The  Marshall  Plan,  the  Caribbean  Basin  Initiative,  and  the  recent 
decision  to  support  Russia's  transition  to  a  decentralized  economy  and  democracy  are 
examples  of  foreign  policy  and  trade  policy  'working  together'.   When  Mr.  Ira  Shapiro, 
General  Counsel  at  the  Office  of  the  U.  S.  Trade  Representative  stated  that  the  Departments 
of  State,  Defense,  Commerce,  and  the  USTR  are  now  "singing  from  the  same  script",  he 
raised  the  hopes  of  all  business  persons  that  in  the  post-cold  war  world  U.  S.  trade  and 
foreign  policy  will  continue  to  complement  one  another. 

The  use  of  trade  sanctions  to  encourage  a  change  in  the  social  behavior  of  nations  has  had  a 
dismal  record,  particularly  when  the  United  States  has  acted  unilaterally  or  with  limited 
support  from  our  major  trading  partners. 

If  occasions  arise  when  trade  sanctions  are  imposed  for  reasons  other  than  national  security, 
the  government  should,  at  a  minimum,  carry  out  an  economic  impact  study  of  the  sanctions  - 
addressing  such  factors  as  loss  of  jobs  or  job  growth;  and,  industrial  and  geographic  sectoral 
impacts. 
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RECOMMENDATION 


We  recommend  that: 


The  Foreign  Corrupt  Practices  Act  be  reviewed  and 
amended  to  reflect  the  ethical  and  economic  circumstances 
existing  in  today's  global  marketplace. 


Our  Nation's  exporters  compete  in  multi-cultural  environments  throughout  the  world  - 
cultures  based  on  values  and  customs  different  than  our  own.   Most  if  not  all  of  our  foreign 
competitors  recognize  these  cultural  differences  and  operate  in  these  markets  within  the 
context  of  local  laws,  customs,  and  practices. 

The  United  States  has  seen  fit  to  require  our  companies  to  compete  in  these  multi-cultural 
markets  within  the  context  of  U.  S.  customs  and  practices.   The  Foreign  Corrupt  Practices 
Act  of  1977  addressed  flagrant  abuses  of  acceptable  business  practices.   Since  imposition  of 
the  Act  there  have  been  dramatic  changes  in  the  world  -  changes  in  behavior  and  in  our 
Nation's  competitive  position. 

The  recommendation  should  be  viewed  as  a  desire  to  respect  the  cultural  diversity  of  our 
trading  partners  -  it  should  not  be  viewed  as  an  attempt  to  circumvent  our  Nation's  values  or 
impact  negatively  on  'who  we  are'  as  a  people. 

Altering  our  strategy  toward  influencing  our  trading  partners  behavior  has  precedent;  e.g., 
the  recent  decision  to  provide  'Tied  Aid'  in  those  cases  where  our  competitor's  behavior 
warrants  an  'in  kind'  response.   The  decision  does  not  mean  we  have  changed  our 
philosophical  position  on  Tied  Aid  -  that  we  have  somehow  lowered  our  ethical  beliefs  -  the 
decision  is  simply  the  application  of  a  different  and  lower  cost  strategy  to  achieve  our 
original  objective. 

During  the  Forum  there  was  a  wistful  plea  for  a  'Worldwide  Corrupt  Practices  Act',  it  must 
be  noted  that  the  private  sectors  of  the  world's  strongest  trading  nations  are  working  toward 
a  common  code  of  business  conduct.  Two  years  ago  a  set  of  business  values/behavior  known 
as  the  Minnesota  Principles  was  developed  by  business  leaders. 
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Since  their  inception,  the  Minnesota  Principles  have  been  reconciled  with  the  Japanese  tenets 
of  "Koyosei"  and  have  resulted  in  a  draft  of  "The  Caux  Principles,  Business  Behavior  for  a 
Better  World".   The  draft  will  be  submitted  for  approval  to  the  Caux  Round  Table  this  July 
in  Caux,  Switzerland.   If  adopted,  the  Principles  will  be  presented  at  the  United  Nations' 
World  Summit  for  Social  Development  in  Copenhagen  in  1995.3 


RECOMMENDATION 

We  recommend  that: 

In  the  future,  the  District  Export  Councils  be  given  the 
opportunity  to  review  international  standards,  programs,  and 
other  proposals  under  consideration  by  the  U.  S.  government 
which  may  have  the  effect  of  decreasing  the  market  access  of 
U.  S.  companies;  particularly  smaller  U.  S.  companies. 


As  noted  above,  the  Administration  has  a  very  good  record  in  opening  markets  to 
U.  S.  companies.   However,  ensuring  fair  entry  addresses  only  one  aspect  of  having  fair 
access  to  foreign  markets.   Another  critically  important  component  relates  to  the  international 
standards  accepted  by  or  imposed  on  our  government. 

A  case  in  point  are  the  ISO  9000  standards  and  the  process  associated  with  ISO  9000 
registration.   Smaller  companies  view  the  Standards  as  onerous  given  their  smaller  volume  of 
trade  with  the  European  Community.  While  there  are  benefits  associated  with  articulating 
explicitly  the  processes,  systems,  and  control  assurances  specified  by  ISO  9000,  there  are 
burdensome  costs  also. 

Because  of  the  unique  history  and  mission  of  District  Export  Councils  -  and  their 
predecessors,  the  Regional  Export  Expansion  Councils  -  the  DECs  can  provide  insights, 
predict  potential  problems,  and  make  recommendations  that  will  minimize  the  probability  of 
decreasing  the  ability  of  smaller  U.  S.  exporters  to  access  and  maintain  their  competitiveness 
in  foreign  markets.   Please  recall  the  comments  on  this  issue  expressed  in  the  DEC  Action 
Agenda,  page  2  of  this  Report. 


1  For  information  on  the  Caux  Principles  contact  the:   Minnesota  Center  for  Corporate 
Responsibility;  1000  LaSalle  Avenue;  Minneapolis,  MN  55403-2005. 
Telephone:    612/962-4122,  FAX:   612/962-4125 
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INTERNATIONAL  TRADE  FINANCE 

DEC  ACTION  AGENDA 

To  assist  in  removing  a  major  impediment  to  our  international  competitiveness  -  obtaining 
export  finance  we  will: 


* 


Develop  a  mechanism  to  monitor  and  report  on  the  effectiveness 
of  the  new  U.  S.  Export  Assistance  Centers,  with  particular 
emphasis  on  their  performance  in  export  finance; 

Promote  and  disseminate  information  on  the  Bankers'  Association 
for  Foreign  Trade's  (BAFT)  Access  to  Export  Capital  (AXCAP) 
program  thereby  increasing  the  awareness  of  the  export       f< , 
community  on  the  sources  of  financing;  and, 

Encourage  America's  commercial  banks  to: 

Recognize  that  export  finance  can  be  an 
important  component  of  their  operations, 

Rethink  the  risks  and  rewards  of  financing  exports, 

Streamline  and  standardize  export  financing  procedures  so 
that  they  are  similar  to  consumer  credit. 
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RECOMMENDATIONS  FOR  FEDERAL  ACTION 

The  Forum's  attendees  agreed  that  one  of  the  most  significant  obstacles  to  being  competitive 
is  the  inability  to  obtain  financing  for  international  transactions;  this  is  particularly  true  for 
smaller  D.  S.  exporters. 

The  two  players  within  our  economic  system  that  have  the  greatest  impact  on  business* 
ability  to  obtain  international  financing  are  the  private  sector's  financial  community  (banks) 
and  the  Federal  agencies  having  authority  to  provide  such  financing;  the  U.  S.  Export-Import 
Bank  and  the  Small  Business  Administration.   We  recognize  there  are  other  Federal  agencies 
with  financing  capability  but  it  is  EX-IM  and  SBA  that  are  viewed  as  having  the  greatest 
impact. 

U.  S.  banks  have  shied  away  from  export  financing  in  recent  years.   Their  reaction  to  their 
experience  in  the  80' s  -  failures  of  their  international  loans  to  foreign  governments  has 
spilled  over  into  export  financing.  . 

'^ 

'Out  of  the  13,000  banks  in  the  United  States,  there  are  at  the  most  30 
actively  involved  in  international  finance. " 

Darin  Narayana,  President 
Bankers'  Association  for  Foreign  Trade 

Only  30  banks  in  the  entire  country  that  actively  provide  export  finance  -  this  is  truly  a  sorry 
state  of  affairs!  Mr.  Narayana  also  points  out  that  while  international  lending  regulations  are 
the  same  for  all  banks  (foreign  and  domestic),  application  of  the  regulations  differ. 

It  is  no  wonder  U.  S.  companies  are  at  a  competitive  disadvantage  when  it  comes  to 
obtaining  export  finance.   Here  we  are  with  30  banks  that  approach  international  finance  in 
an  arch  conservative  manner  while  our  competitors'  financial  institutions  support  them  with 
larger  numbers  and  in  a  more  liberal  manner;  e.g.,  it  is  common  for  foreign  banks  to  accept 
a  three  to  four  percent  return  on  equity  while  U.  S.  banks  expect  a  18  -  20%  return.   In 
addition,  foreign  bankers  take  an  active  role  in  support  of  their  clients'  businesses, 
encouraging  exports  by  offering  routine  financing. 

The  U.  S.  Export-Import  Bank  and  the  Small  Business  Administration  have  a  similar 
conservative  philosophy  -  smaller  businesses  have  a  difficult  time  viewing  them  as  'lenders 
of  last  resort*. 

To  increase  the  effectiveness  of  Federal  dollars  allocated  to  international  finance,  the 
following  recommendations  are  made. 
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RECOMMENDATIONS 
We  recommend  that: 

*  To  allow  a  more  effective  use  of  credit  lines  from  the  private 
financial  sector  the  government  provide  bid  and  performance 
bond  guarantees.   Such  guarantees  would  allow  the  full  value  of 
these  credit  lines  to  be  used  for  the  actual  export  transaction; 

*  The  Small  Business  Administration  re-evaluate  the  automatic 
personal  guarantee  provisions  on  their  loans,  and  remove  or 
adjust  the  institutional  rate  cap; 

*  There  be  a  relaxation  of  underwriting  standards  to  make  working 
capital  more  'useable';  s->«... 


"**& 
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Government  export  finance  agencies  re-evaluate  their  position 
with  the  private  sector  and  become  a  closer  partner  with  the 
private  sector  in  sharing  risks  and  rewards; 

When  the  Trade  Promotion  Coordinating  Committee  prepares  the 
Unified  Budget  for  Export  Promotion  and  Assistance,  resources 
be  reallocated  with  greater  emphasis  on  export  finance  for 
medium  and  small  sized  businesses; 

The  U.  S.  Export-Import  Bank  work  diligently  to  increase  the 
number  of  commercial  banks  with  discretionary  authority  for 
EX-IM's  working  capital  loans; 

To  enhance  the  quality  of  counseling  assistance  to  U.  S. 
exporters,  the  U.  S.  Department  of  Commerce  have  highly  trained 
International  Trade  Specialists  in  the  area  of  finance.    This  is 
particularly  true  for  the  U.  S.  Export  Assistance  Centers; 
counselors  must  have  the  ability  to  'package'  the  export 
transaction  so  that  it  is  'bankable';  and, 

A  renewed  effort  be  made  to  keep  the  private  sector  advised  as  to 
the  financial  assistance  programs  available;  and  that  trade 
finance  information  on  the  National  Trade  Data  Bank  be  kept  as 
current  as  possible. 
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GOVERNMENT-INDUSTRY  COOPERATION 

DEC  ACTION  AGENDA 

To  assist  companies  in  meeting  international  market  needs  and  to  improve  Government- 
Industry  cooperation  we  will: 


Re-invigorate  existing,  or  implement  new  mentoring  programs. 
Three  of  the  five  round  tables  (Finance,  Government-Industry 
Cooperation,  and  Meeting  Market  Needs)  recommended 
mentoring  programs.    Councils,  with  their  experience  and  success 
in  exporting  can  have  a  tremendous  impact  by  working  with 
beginning  exporters; 

Develop  an  information  sharing  system  -  a  'what  works  network'; 
a  system  that  will  disseminate  information  sources,  progrdthTiOnd 
approaches  that  have  overcome  problems  faced  by  exporters 
including: 

Information  on  foreign  market  cultures,  and 
associated  'best  practices  models' , 

Employee  education  and  training  programs, 

In-company  incentive  programs  that  keep  internationally 
trained  and  experienced  employees  with  the  company. 

Education  programs  at  local  universities  and  colleges  that 
have  met  the  needs  of  business,  and 

Sources  of  financing. 
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RECOMMENDATIONS  FOR  FEDERAL  ACTION 

Of  the  Trade  Promotion  Coordinating  Committee's  19  members,  U.  S.  exporters  work  with 
the  U.  S.  Department  of  Commerce's  International  Trade  Administration  (TTA),  the  U.  S. 
Export-Import  Bank,  and  the  Small  Business  Administration  on  a  regular  basis.  The  most 
often  used  export  assistance  and  finance  programs  of  the  Federal  Government  are  provided 
by  these  three  agencies. 

The  ITA's  U.  S.  &  Foreign  Commercial  Service  (US  &  FCS),  Office  of  Trade 

Development,  and  Office  of  International  Economic  Policy  provide  an  array  of  services  and 

export  assistance  tools  to  make  the  job  of  exporting  easier  for  U.  S.  companies. 

The  US  &  FCS  with  its  national  and  international  network  of  offices  is  no  doubt  the  most 

well  known  and  used  organization  within  the  Federal  Government's  trade  promotion 

structure. 

The  following  recommendations  are  intended  to  complement  what  are  considered  to  be  the 
best  services  available  to  U.  S.  business.  "*»*m 


RECOMMENDATION 

We  recommend  that: 

The  TTA.  and  US  &  FCS  target  their  export  assistance  programs  and  service 
on  countries  (markets)  and  products  having  the  greatest  potential  for  U.  S. 
companies. 


In  the  past  the  US  &  FCS  has,  through  its  foreign  offices,  developed  a  'best  prospect'  matrix 
identifying  product  categories  which  promised  the  greatest  sales  success  by  country  (market) 
for  U.  S.  goods.   Unfortunately,  the  matrix  was  not  directly  available  to  U.  S.  exporters. 
The  'best  prospect  matrix'  has  not  been  produced  for  the  past  two  years  -  this  analysis  should 
be  re-instituted  and  readily  shared  with  U.  S.  exporters. 

The  Honorable  Jeffrey  Garten,  Under  Secretary  for  International  Trade  announced  recently 
the  markets  which  are  of  the  highest  priority  for  Commerce.  Our  hope  is  that  additional  or 
re-allocated  resources  be  made  available  to  fulfill  the  promise  offered  by  these  markets. 


RECOMMENDATION 
We  recommend  that: 

Commerce  form  a  District  Export  Council  Program/Service  Review  Board  with 
the  objective  of  bringing  Commerce's  export  assistance  tools  more  in  line  with 
"customer  needs". 
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Taking  a  page  from  the  private  sector,  we  believe  Commerce's  export  assistance  programs 
will  better  serve  the  export  community  when  they  are  'customer  driven'.   Commerce  has 
developed  forms  of  assistance  based  on  this  philosophy  in  the  past  -  the  Customized  Sales 
Survey  (CSS)  being  a  case  in  point.   Small  business  expressed  the  need  for  the  information 
now  contained  in  the  CSS;  Commerce  responded  providing  a  very  valuable  service  to  U.  S. 
exporters. 

Creation  of  a  formal  DEC  Program/Service  Review  Board  will  provide  an  evaluation  of 
existing  services  and  the  possible  creation  of  new  forms  of  support  that  meet  the  challenges 
of  the  new  global  marketplace. 

Reinforcing  our  recommendation  for  a  DEC  Review  Board,  we  present  the  following 
recommendations  regarding  Commerce's  services. 


RECOMMENDATIONS 
We  recommend  that:  "Svs, 

*  To  assist  new  exporters  and  exporters  entering  markets  for  the  first  time,  a 
'cultural'  information  component  be  added  to  the  Agent  Distributor  Service 
and  the  Customized  Sales  Survey.  An  analysis  of  the  cultural  aspects  of  the 
specific  product  will  enhance  the  company's  ability  to  meet  the  needs  of  that 
particular  market  thereby  increasing  the  company 's  competitiveness. 

*  To  provide  an  'in  depth'  understanding,  a  'cultural'  information  section  be 
added  to  Overseas  Business  Reports  and  Country  Marketing  Plans. 


RECOMMENDATION 

We  recommend  that: 

Appropriate  U.  S. 
for  U.  S.  business 

Government  officials  play  a 
in  international  markets. 

greater  advocacy  role 

We  welcome  the  position  taken  by  the  Secretary  of  Commerce  in  acting  as  an  advocate  for 
U.  S.  business  abroad.  The  Secretary's  support  has  resulted  in  significant  successes. 
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For  years  our  competitors  have  had  support  from  their  governments  -  expansion  and 
formalization  of  Secretary  Brown's  advocacy  initiative  will  contribute  to  the  success  of  U.  S. 
companies'  international  sales. 


RECOMMENDATION 


We  recommend  that: 


The  government  allow  greater  cooperation  among  U.  S. 
companies  -  competitors  and  non-competitors  -  in  penetrating 
foreign  markets  and  in  research  and  development. 


The  Exporting  Trading  Company  Act's  (1983)  objective,  to  allow  more  cooperation  among 
companies  producing  the  same  or  similar  products  to  sell  abroad,  had  a  marginal  impact.  In 
the  present  global  market  environment  we  believe  the  issue  of  cooperation  for  the  purpose  of 
exporting  should  be  revisited. 


RECOMMENDATION 


We  recommend  that: 


Every  effort  be  made  to  expedite  the  establishment  of  Technology 
Centers  throughout  the  country  in  order  to  increase  the 
dissemination  of  current  technologies;  and  that  the  conversion 
from  defense  to  commercial  research  and  development  in  the 
National  Laboratories  be  pursued  with  the  same  degree  of 
urgency. 


The  Administration's  program  to  establish  regional  technology  centers  represents  an  excellent 
'first  step'  in  the  sharing  of  information  on  current  technologies  with  businesses  throughout 
the  Nation;  and  in  providing  technical  expertise  to  those  companies  unable  to  afford  these 
resources.   The  shift  from  defense  R  &  D  to  commercial  R  &  D  in  our  National  Laboratories 
is  applauded,  also. 

The  initiatives  will  result  in  more  efficient  production  and  new  product  development  which 
will  improve  our  competitive  position. 
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RECOMMENDATION  FOR  FEDERAL  ACTION 

One  of  the  most  important  contributors  -  if  not  the  most  important  -  to  our  Nation's  future 
competitive  position  is  the  education  and  skills  level  of  our  people.   The  continuing  education 
and  training  of  our  work  force,  our  youth  and  our  unemployed  is  critical  if  we  are  to  survive 
in  the  global  economy. 

The  Administration's  Education  2000,  Work  Force  2000,  the  philosophical  base  of  'high 
performance  work',  and  the  retraining  programs  proposed  will  help  us  meet  that  challenge. 

As  business  persons  who  experience  the  pressure  of  that  challenge  every  day  we  recommend 
the  following. 


RECOMMENDATIONS 


We  call  for: 


*»» 
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The  educational  system,  at  all  levels,  to  be  more  responsive  to  the 
needs  of  business  to  compete  in  the  international  marketplace. 
Knowledge  must  be  improved  in: 

Foreign  languages; 

Cultural  understanding; 

Geography; 

Foreign  business  practices; 

Small  business  export  marketing;  and, 

Technology  training 

The  educational  system(s)  must  be  held  accountable  for  reducing 
costs  to  students  and  taxpayers  by  eliminating  duplication  and 
streamlining  management.  Lowering  costs  and  increasing  the 
accessibility  of  the  highest  quality  of  education  to  more  Americans 
is  essential. 


This  task  is  not  easy;  this  same  call  for  action  has  been  'shouted*  in  the  past   America's 
business  and  education  communities  have  to  do  a  better  job  of  it.   Among  the  first 
requirements  is  the  need  to  learn  to  communicate  with  one  another  -  for  years  we  have  been 
talking  'at'  each  other  rather  than  'with'  each  other.   We  must  also  develop  a  better 
understanding  of  the  requirements  each  face  -  how  academic  standards  and  business  needs 
can  be  met  to  the  satisfaction  of  both  communities.   In  the  past  there  has  been  the  appearance 
of  mutual  exclusivity  of  these  objectives. 

Much  can  be  accomplished  by  the  sharing  of  information  among  members  of  the  business 
community  and  between  business  and  education. 
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POSITIONING  THE  WORK  FORCE  TO  WIN  GLOBALLY 

DEC  ACTION  AGENDA 

The  Councils  and  their  individual  members  can  make  significant  contributions  to  placing  our 
work  force  in  a  more  competitively  advantageous  position.   We  can  operate  on  two  fronts, 
within  our  own  and  our  industries'  companies;  and  with  our  educational  systems. 


To  position  our  work  force  to  win  globally  we  will: 


Work  with  public  schools  and  institutions  of  higher  learning  to 
promote  the  establishment  of  International  Centers; 

Develop  cooperative  systems  between  education  and  business  to 
give  students  the  opportunity  to  concurrently  study  and  workjn 
apprenticeship/internship  positions; 


»ffly.j 


Encourage  and  promote  ongoing  training  of  employees  in 
companies  where  such  training  does  not  exist;  and. 

Encourage  and  promote  the  empowerment  of  employees  through 
quality  programs  which  encourage  employee  ownership  and 
participation. 
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ACTIVE  CONTRIBUTORS 

TO 

NATIONAL  DEC  ACTION  FORUM'S  REPORT 
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NATIONAL  DEC  ACTION  FORUM  '94 

INTERNATIONAL  COMPETITIVENESS 

Little  Rock,  Arkansas 
January  19-21,  1994 

SPONSORING  DISTRICT  EXPORT  COUNCILS 

Arkansas  and  Minnesota 

CO-SPONSORING  DISTRICT  EXPORT  COUNCILS 


Arizona 

Louisiana 

Mississippi 

Missouri 

North  Texas 

Oklahoma 


Rocky  Mountain 

South  Texas 

Tennessee 

Utah  ,;3 

Western  Pennsylvania 


CORPORATE  SPONSORS 


AMEX,  Inc. 

Andersen  International 
Arthur  Andersen  &  Co. 

Arkansas  Development  Finance 
Authority 

Arkansas  Industrial  Development 
Commission 

Entergy,  Inc. 

Teamwork  Arkansas  Program 

Teamwork  Louisiana  Program 

Teamwork  Mississippi  Program 

First  Commercial  Bank  N.  A. 
First  Commercial  Mortgage  Company 

Friday,  Eldredge  &  Clark 

Graco,  Inc. 


Honeywell,  Inc. 

International  Business  Magazine  & 
IB  Export  Catalog 

Lil'  Orbits 


Mitchell,  Williams,  Selig, 
Gates  &  Woodyard 

Oppenheimer,  Wolff  &  Donnelly 

QNET/UNZ  &  Co. 

Southwestern  Bell  Telephone  Company 

TCBY 

Williams  &  Anderson 

Wright,  Lindsey  &  Jennings 
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GOVERNMENT  TRADE 
ORGANIZATION  AND 
GOVERNMENT/INDUSTRY 
COOPERATION: 
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SPEAKERS,  FACILITATORS  &  PRESENTERS,  AND  RECORDERS 

SUBJECT: 

ACCESS  TO  FOREIGN  MARKETS:  Ira  Shapiro,  General  Counsel,  Office  of  the  U.  S.  Trade 

Representative  (Speaker) 

J.  W.  Kisling,  Chairman,  Multiplex  Company 
(Facilitator  &  Presenter) 

David  C.  Martin,  Little  Rock  (Recorder) 

Allan  I.  Mendelowitz,  Director 

International  Trade,  Finance  &  Competitiveness 

General  Accounting  Office  (Speaker) 

Honorable  Kent  H.  Hughes,  Associate  Deputy 
Secretary,  U.  S.  Department  of  Commerce  (Facilitator 
&  Presenter) 

Ronald  R.  Copeland,  Little  Rock  (Recorder) 

Honorable  Robert  M.  Portman 

Deputy  Assistant  Secretary,  Work  and  Technology 

Policy,  U.  S.  Department  of  Labor  (Speaker) 

Howard  Samuel,  Senior  Fellow,  Council  on 
Competitiveness  (Facilitator  &  Presenter) 

Susan  C.  Wilkes,  Little  Rock  (Recorder) 

Daniel  DiMicco,  Vice  President 

and  General  Manager,  NUCOR-Yamato  Steel  Company 

(Speaker) 

Dean  van  Riper,  Coordinator  of  International  Sales, 
Baldor  Electric  Company 
(Facilitator  &  Presenter) 

Sherry  Walker,  Little  Rock  (Recorder) 


POSITIONING  THE  WORK  FORCE 
TO  WIN  GLOBALLY: 


MEETING  INTERNATIONAL 
MARKET  NEEDS: 
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INTERNATIONAL  FINANCE: 


Kenneth  Brody,  President  and  Chairman 
U.  S.  Export-Import  Bank  (Speaker) 

Darin  Narayana,  Executive  Vice  President,  World 
Banking  Department,  Norwest  Bank  Minnesota;  and 
President,  Bankers'  Association  for  Foreign  Trade 
(Facilitator  &  Presenter) 

Thomas  C.  McRae,  IV,  Little  Rock  (Recorder) 


Additional  Speakers 


The  Honorable  Jim  Guy  Tucker 
Governor  of  Arkansas 


OPENING  AND  CLOSING 
OBSERVATIONS: 


Thomas  F.  Sampson,  President 
Leeward,  Inc. 


REPRESENTING  U.  S.  DEPARTMENT   Honorable  Ronald  H.  Brown, 

OF  COMMERCE:  Secretary  of  Commerce  (Video  Message) 

Paul  Rosenberg,  Senior  Policy  Advisor 
to  the  Secretary 

Daniel  J.  McLaughlin,  Deputy  Assistant  Secretary  for 
Domestic  Operations 

Diane  E.  Burke,  Director;  Office  of  Public  &  Private 
Programs,  Office  of  Domestic  Operations 
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INDIVIDUAL  CONTRIBUTORS 

TO 
FORUM  REPORT 
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INDIVIDUAL  CONTRIBUTORS 


KATHERINE  A.  ALLEN 
ALLEN  FILTERS,  INC. 
SPRINGFIELD,  MO. 


ROBERT  L.  ANDREWS 
SHALL  BUSINESS 
ADMINISTRATION 
ST.  LOUIS,  MO. 


SHERMAN  BANKS 
GREATER  LITTLE  ROCK 
CHAMBER  OF  COMMERCE 
LITTLE  ROCK,  AR. 


DOROTHY  BIGG 

ARIZONA  DEPT  OF  COMMERCE 

PHOENIX,  AZ. 


DOUGLAS  BLAND 
ARKANSAS  DEVELOPMENT 
FINANCE  AUTHORITY 
LITTLE  ROCK,  AR. 


LESLIE  M.  BOLL 
COMMERCE  BANK  OF 
KANSAS  CITY 
KANSAS  CITY,  MO. 


J.  S.  BROWN  III 
LOUISIANA  DISTRICT 
EXPORT  COUNCIL 
NEW  IBERIA,  LA. 


BETTINA  BROWNSTEIN 
WRIGHT,  LINDSEY  G  JENNINGS 
LITTLE  ROCK,  AR. 


DIANE  E.  BURKE,  DIRECTOR 
PUBLIC  6  PRIVATE  PROGRAMS 
U.S.  G  FOREIGN  COMM.  SERV. 
U.S.  DEPARTMENT  OF  COMMERCE 
WASHINGTON,  D.C. 


JERRY  CARTWRIGHT 
SMALL  BUSINESS  DEVELOPMENT 
UNIVERSITY  OF  WEST  FLORIDA 
PENSACOLA,  FL. 


CARLOS  E.  CHARDON 
SMALL  BUSINESS 
ADMINISTRATION 
HATO  REY,  P.R. 


JIM  CHARLET 
EXECUTIVE  SECRETARY 
TENNESSEE  DISTRICT 
EXPORT  COUNCIL 
NASHVILLE,  TN. 


PATRICIA  CHILTON 
FIRST  INTERSTATE  BANK 
HOUSTON,  TX. 


ROGER  CHISHOLM 
UNIVERSITY  OF  ARKANSAS 
AT  LITTLE  ROCK 
LITTLE  ROCK,  AR. 


SEV  CIOSMAK 
COMMERCE  INTERNATIONAL 
OF  ARKANSAS,  INC. 
LITTLE  ROCK,  AR. 


JOHN  L.  CLARK 
KITCHEN  BROTHERS 
MANUFACTURING 
HAZLEHURST,  MS. 


LAWRENCE  COLLINS 
DEPARTMENT  OF 
ECONOMIC  DEVELOPMENT 
BATON  ROUGE,  LA. 


JAMES  D.  COOK 
EXECUTIVE  SECRETARY 
SOUTH  TEXAS  DISTRICT 
EXPORT  COUNCIL 
HOUSTON,  TX. 


LARRY  CUNNINGHAM 
ACME  ENGINEERING 
MUSKOGEE,  OK 


DANA  CUNNINGHAM 
CONNORS  STATE  COLLEGE 
WARNER,  OK 


RUSH  DEACON 
WILLIAMS  G  ANDERSON 
LITTLE  ROCK,  AR. 


GLENN  J.  DIEDRICH 
QUALITY  INDUSTRIES,  INC. 
THIBODAUX,  LA. 


DANIEL  DIMICCO 
V.P.  G  GENERAL  MANAGER 
NUCOR-YAMATO  STEEL  COMPANY 
OSCEOLA,  AR. 


DAVID  M.  ELDRIDGE 
VICE  CHAIRMAN 
ARKANSAS  DISTRICT 
EXPORT  COUNCIL 
LITTLE  ROCK,  AR. 


PAUL  W.    ERNST 

CARTER   DAY    INTERNATIONAL 

MINNEAPOLIS,    MN. 


KATHRYN   C.    ERNST 

CARTER   DAY    INTERNATIONAL 

MINNEAPOLIS,    MN. 


EDDIE   D.    ESTES 
WESTERN   KANSAS 
MANUFACTURERS    ASSOCIATION 
DODGE    CITY,    KS 
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LORI  CLOS  FISHER 
NATIONAL  BANK 
ATLANTA,  CA. 


JOSEPH  FOGLIA 
SHALL  BUSINESS 
ADMINISTRATION 
LITTLE  ROCK,  AR. 


JACK  FOUNTAIN 
DAISY  MANUFACTURING 
ROGERS,  AR. 


JOHN  FRY 

PACE  PRODUCTS  INTERNATIONAL 

OVERLAND  PARK,  KS 


SANDRA  C.  GERLEY 
EXECUTIVE  SECRETARY 
MISSOURI  DISTRICT 
EXPORT  COUNCIL 
ST.  LOUIS,  MO. 


WILLIAM  R.  COWER 
WRG  CORPORATION 
SEATTLE,  WA 


GARY   GREEN 

WINROCK    INTERNATIONAL 

HORRILTON,  AR. 


PAUL  L.  GUIDRY 
EXECUTIVE  SECRETARY 
LOUISIANA  DISTRICT 
EXPORT  COUNCIL 
NEW  ORLEANS,  LA. 


YVONNE  H.  J.  HALPAUS 

QNBT 

ST.  PAUL,  MN. 


LON  HARDIN 
EXECUTIVE  SECRETARY 
ARKANSAS  DISTRICT 
EXPORT  COUNCIL 
LITTLE  ROCK,  AR. 


M.  MURRAY  HARDING 
SMITH  WHETSTONE,  INC. 
HOT  SPRINGS,  AR. 


GERRY  HASELBY 
INTERNATIONAL  TRADE  ADMIN. 
U.S.  DEPARTMENT  OF  COMMERCE 
ST.  LOUIS,  MO. 


EDWARD  J.  HAYWARD 
OPPENHEIMER  WOLFF 
C  DONNELLY 
MINNEAPOLIS,  MN 


MARY  HAYWARD 

INTERNATIONAL  TRADE  ADMIN. 
U.S.  DEPARTMENT  OF  COMMERCE 
LITTLE  ROCK,  AR. 


JUDY  HEDDING 
BANK  OF  AMERICA 
PHOENIX,  AZ 


BILL  HERBER 

INDIANAPOLIS  INTERNATIONAL 

AIRPORT 

INDIANAPOLIS,  IN. 


MONTE  HIMSCHOOT 

HYTROL  CONVEYOR  COMPANY 

JONESBORO,  AR. 


BETH  HUDDLESTON 
INC        INTERNATIONAL  BUSINESS  CTR 
DALLAS,  TX. 


STEVEN  C.  JAEGER 
PORT  OF  NEW  ORLEANS 
NEW  ORLEANS,  LA. 


PRAKASH  JALIHAL 
SYSTEMATICS 
LITTLE  ROCK,  AR. 


PAT  JAPS 

NORMAN  G.  JENSEN,  INC. 

MINNEAPOLIS,  MN 


PHIL  JONES 
HYTROL  CONVEYOR 
JONESBORO,  AR. 


DR.  JOHN  KAMINARIDES 
ARKANSAS  STATE  UNIVERSITY 
STATE  UNIV.,  AR. 


JAMES  H.  KELLOW 
DETROIT/WAYNE  COUNTY 
PORT  AUTHORITY 
DETROIT,  MI. 


PROFESSOR  SEUNG  H.  KIM 
ST.  LOUIS  UNIVERSITY 
ST.  LOUIS,  MO. 


J.  W.  KISLING 
CHAIRMAN 

MISSOURI  DISTRICT 
EXPORT  COUNCIL 
ST.  LOUIS,  MO. 


GERALD  L.  KLEBER 
SMALL  BUSINESS 
ADMINISTRATION 
OMAHA,  NE 


LORING  W.  KNOBLAUCH 
HONEYWELL,  INC. 
MINNEAPOLIS,  MN. 


RONALD  E.  KRAMER 
EXECUTIVE  SECRETARY 
MINNESOTA/NORTH  DAKOTA 
DISTRICT  EXPORT  COUNCIL 
MINNEAPOLIS,  MN. 


WILLIAM  C.  LAAS 
MID-AMERICA  DEC 
MANHATTAN,  KS 
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RANDALL   J.    LABOUNTY 
EXECUTIVE   SECRETARY 
IOWA   DISTRICT 
EXPORT   COUNCIL 
DES    MOINES,     IA 


JERRY    LECTORA 
SCOVILL   FASTENERS, 
SAN   JUAN,    P.R. 


INC. 


CLAUDIA  LIEBRECHT 
MINNESOTA  DEPT  OF  TRADE 
ST.  PAUL,  MN. 


LARRY  LONG 
MFS  INTELENET 
OMAHA,  NE 


DON  LOSO 

REGIONAL  MANAGING  DIRECTOR 

REGION  IV 

INTERNATIONAL  TRADE  ADMIN. 

U.S.  DEPARTMENT  OF  COMMERCE 

ST.  LOUIS,  MO. 


TONY  LOUVIER 
MERCANTILE  BANK  OF  ST. 
ST.  LOUIS,  HO. 


LOUIS 


DR.  THOMAS  M.  LUTZ 
MID-SOUTH  INTERNATIONAL 
TRADE  ASSOCIATION 
LITTLE  ROCK,  AR. 


DARRELL  GRANT  MACKINNON 
KANSAS  DEPT.  OF  COMMERCE 
TRADE  DEVELOPMENT  DIVISION 
TOPBKA,  KS 


E.  VERNON  MARKHAM  III 
CHAIRMAN 

ARKANSAS  DISTRICT 
EXPORT  COUNCIL 
LITTLE  ROCK,  AR. 


MIKE  MCKENZIE 

FIRST  INTERSTATE  BANK 

HOUSTON,  TX. 


ALLAN  I.  MENDELOHITZ, 

DIRECTOR 

INTERNATIONAL  TRADE,  FINANCE 

AND  COMPETITIVENESS 

GENERAL  ACCOUNTING  OFFICE 

WASHINGTON,  D.C. 


DR.  FRED  MILLER 
MURRAY  STATE  UNIVERSITY 
WATERFIELD  CENTER  FOR 
BUSINESS  fi  GOV'T  RESEARCH 
MURRAY  7*  *Y. 


NANCY  MITCHELL 
NANCY  MITCHELL 
INTERNATIONAL,  LTD. 
LITTLE  ROCK,  AR. 


DAVID  E.  MOORE 
INTERNATIONAL  BUSINESS 
MAGAZINE 
HARRISON,  NY. 


G.  ROBERT  MORRIS 
HEISKELL,  DONELSON,  BEARMAN 
ADAMS,  WILLIAMS  6  CALDWELL 
MEMPHIS,  TN. 


B.  J.  NEUBECK 
VICE  CHAIRMAN 
MINNESOTA  DISTRICT 
EXPORT  COUNCIL 
GOLDEN  VALLEY,  MN. 


D.  JOSEPH  O'BRIEN 

O'BRIEN  INTERNATIONAL 

SERVICES 

LITTLE  ROCK,  AR. 


JOSEPH  A.  PASCALS 
NATIONAL  FILTRATION  CORP 
STAR  CITY,  AR. 


JAMES  S.  PETERS 
GLOBAL  VENTURES 
ENGLEWOOD,  CO. 


JERRY  E.  PETERS 
WEBSTER  UNIVERSITY 
LITTLE  ROCK,  AR. 


ROBERT  O.  PHANEUF 
UNION  CARBIDE  CORP 
SOUTH  CHARLESTON,  WV. 


WILLIAM  M.  POOLE 
BRANCH,  PIKE  &  GANZ 
ATLANTA,  GA. 


HAROLD  PRICE 
LOUISIANA  DEPT  OF 
ECONOMIC  DEVELOPMENT 
BATON  ROUGE,  LA. 


JAMES  S.  REED 
SMALL  BUSINESS 
ADMINISTRATION 
FORT  WORTH,  TX. 


SANDRA  RENNER 

EXPORT  RESOURCE  ASSOCIATES 

ST.  PAUL,  MN. 


TOM  RICHARDS 
CHAIRMAN 

MINNESOTA  DISTRICT 
EXPORT  COUNCIL 


RAY  RIGGS 

ECONOMIC  DEVELOPMENT 
ARKANSAS  POWER  6  LIGHT 
LITTLE  ROCK,  AR. 


W.  BRUCE  ROBINSON 
SMALL  BUSINESS 
ADMINISTRATION 
OKLAHOMA  CITY,  OK. 


JOSEPH  G.  ROLDAN 

ROLDAN  PRODUCTS  CORPORATION 

ST.  LOUIS  MO. 


JOSEPH  C.  RUST 

KESLER  &  RUST 

SALT  LAKE  CITY,  UT. 
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TOM  F.  SAMPSON 

VICE  CHAIRMAN 

NORTH  TEXAS 

DISTRICT  EXPORT  COUNCIL 

DALLAS,  TX 


HOWARD  SAMUEL 

SENIOR  FELLOW 

COUNCIL  ON  COMPETITIVENESS 

WASHINGTON,  D.C. 


DONALD  L.  SCHILKE 

EXECUTIVE  SECRETARY  NORTH 

TEXAS 

DISTRICT  EXPORT  COUNCIL 

DALLAS,  TX. 


JEANNE  SEEWALD 
WILLIAMS  £  ANDERSON 
LITTLE  ROCK,  AR. 


T.  A.  SEMBE 

TULSA  CHAMBER  OP  COMMERCE 

TULSA,  OK. 


DR.  DAVID  E.  SHAFFER 
DITCH  WITCH  INTERNATIONAL 
PERRY,  OK. 


LEIGH  SHOCKEY 

DREXEL  CHEMICAL  COMPANY 

MEMPHIS,  TN. 


VINCENT  X.  SMITH 
SALES/MARKETING  ADVISORS 
OKLAHOMA  CITY,  OK. 


W.  RAMSAY  SMITH 

LSU  FOREST  PRODUCTS  LAB 

BATON  ROUGE,  LA. 


CHERYL  GRAHAM  SOLOMON 
DETROIT/WAYNE  COUNTY 
PORT  AUTHORITY 
DETROIT,  MI. 


DAVID  SPANN 

INTERNATIONAL  TRADE  ADMIN. 
U.S.  DEPARTMENT  OF  COMMERCE 
LITTLE  ROCK,  AR. 


MARK  SPINNEY 
EXECUTIVE  SECRETARY 
MISSISSIPPI  DISTRICT 
EXPOBT  COUNCIL 
JACKSdNi'  MS . 


BILL  SPRINKLE 
INTERNATIONAL  TRADE  ADMIN. 
U.S.  DEPARTMENT  OF  COMMERCE 
LITTLE  ROCK,  AR. 


JOHN  H.  STEUBER,  JR. 
EXECUTIVE  SECRETARY 
MID  AMERICA 

DISTRICT  EXPORT  COUNCIL 
KANSAS  CITY,  MO. 


BOON  TAN 

ARKANSAS  INDUSTRIAL 
DEVELOPMENT  COMMISSION 
LITTLE  ROCK,  AR. 


GORDON  B.  THOMAS 

REGIONAL  MANAGING  DIRECTOR 

REGION  III 

INTERNATIONAL  TRADE  ADMIN. 

U.S.  DEPARTMENT  OF  COMMERCE 

CINCINNATI,  OH. 


GORDON  THOMSEN 

TRAIL  KING  INDUSTRIES 

MITCHELL,  SD 


DEAN  VAN  RIPER 
COORDINATOR  OF 
INTERNATIONAL  SALES 
BALDOR  ELECTRIC  COMPANY 
FORT  SMITH,  AR. 


HAROLD  VAUGHN 
UNIVERSITY  OF  ARKANSAS 
AT  LITTLE  ROCK 
LITTLE  ROCK,  AR. 


DWIGHT  R.  WEEMS 
DRW  TRANSPORTATION 
N.  LITTLE  ROCK,  AR. 


DR.  BARTON  A.  WESTERLUND 
BUSINESS  DEVELOPMENT  & 
TRAINING  CONSULTANTS,  INC. 
LITTLE  ROCK,  AR. 


DAVID  S.  WILLIAMS 
THE  GRADALL  COMPANY 
NEW  PHILADELPHIA,  OH. 


RONALD  L.  WILSON 
EXECUTIVE  SECRETARY 
OKLAHOMA  DISTRICT 
EXPORT  COUNCIL 
OKLAHOMA  CITY,  OK. 


HARTSELL  WINGFIELD 

PRESIDENT 

TCBY  INTERNATIONAL 

LITTLE  ROCK,  AR. 


WADE  J.  WNUK 

T.  D.  WILLIAMSON,  INC. 

TULSA,  OK. 


ANTHONY  Y.  YEN 

YEN  ENTERPRISES,  INC. 

CLEVELAND,  OH. 


MIKE  N.  ZAHARNA 
ELSAG  BAILEY  PROCESS 
AUTOMATION 
PEPPER  PIKE,  OH. 


GERRY  ZITARIUK 
BOATMEN'S  FIRST 
NATIONAL  BANK 
KANSAS  CITY,  MO 
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MEMBERSHIP  LIST  OF 
ARKANSAS  AND  MINNESOTA  DEC. 


Chairman 

E.  Vernon  Markhem,  III 

Marco  International 


Vice  Chairman 
David  M.  Eldridge 
Arkansas  Power  &  Light 


Treasurer 

Rush  Oeacon 

William  &  Anderson  Law  Rrm 


Patricia  Chilton 

Arkansas  Dovofopment  Finance 

Authority 


Roger  Chisholm 

University  of  Arkansas  at  Little  Rock 


Robert  H.  Cowan 
CTA  Corporation 


Charles  0.  Cummings 

Central  Arkansas  Planning  &  Development 

District 


Jack  Fountain 
Daisy  Manufacturing 


Wallace  A.  Gieringer 

Jefferson  County  Industrial  Foundation 


Eduardo  Gomez 
Interpro,  Inc. 


Michael  M.  Harding 
Smith  Whetstone,  Inc. 


William  D.  Hondrix 
Trans  State  Lines,  Inc. 


Gory  L  Hill 
Aermotor  Pump,  Inc. 


John  S.  Kaminaridea 
Arkansas  Stato  University 


Edward  J.  Mara,  Jr. 
AmFuel 


D.  Joseph  O'Brien 

O'Brien  International  Services,  Inc. 


John  A. McFarisnd 
Baldor  Electric  Company 


Jerry  E.  Peters    . 
Webster  University 


Hugh  T.  Murphy 

Winrock  International  Institute  for 

Agricultural  Development 

Randy  Purdy 

Purdy  Manufacturing  International,  Inc. 


Charles  R.  Riggs 

Arkansas  Power  &  Light  Company 


William  G.  Roehrenbeck 

First  Commercial  Mortgage  Company 


George  R.  Russell 

Arkansas  State  Chamber  of  Commerce 


Harold  A.  Vaughn 

University  of  Arkansas  at  Little  Rock 

Executive  Secretary 

Lon  Heroin 

U.  S.  Department  of  Commerce 


Barton  A.  Westerlund 
Business  Development  Training 
Consultants,  Inc. 


Dwight  R.  Weems 

DRW  Transportation  Services,  Inc. 


Ole  E.  Tweet 
Arctco,  Inc. 


Executive  Secretary 

Ronald  E.  Kramer 

U.  S.  Department  of  Commerce 


MINNESOTA 


Chairman 

Thomas  L.  Richards 

Katolight  Corporation 


Vice  Chairman 

Bonnie  J.  Neubeck 

The  Marketing  Department 


Treasurer 
Helen  W.  Metz 
Ketchum  &  Metz,  Inc. 


Tony  L.  Andersen 
H.  B.  Fuller  Company 


Clifford  I.  Anderson 

Crown  Iron  Works  Company 


Ed  Anderson 
UT  Orbits 


Frank  Baeumler 

Mate  Punch  &  Die  Company 


Lee  M.  Berlin 

Water  Technologies  Corporation 


Ronald  M.  Bosrock 
Andersen  International 


Mar  eta  Bystrom 
Piper  Jaffray 


George  R.  Crolick,  Jr. 
Minnesota  Trade  Office 


Edward  A.  Daum 

U.  S.  Small  Business  Administration 


William  B.  Faulkner 

William  Faulkner  &  Associates,  Inc. 


Francis  P.  Graves 
CFR  Co-poration 


Edward  Hayward 
Oppenheimer,  Wolff  4V  Donnelly 


John  L.  Heller 
GRACO.  Inc. 


Basil  Janavaras 

University  of  St.  Thomas 


Pat  Japs 

Norman  G.  Jensen,  Inc. 


Russell  Johnson 


Daniel  R.  Luthringhauser 
Medtronic,  Inc. 


Alfredo  Maselli 
Honeywell,  Inc. 


Glenn  Metson 
SCORE 


Mohamad  Nouri 
AMEX.  Inc. 


John  M.  Peterson 
Donaldson  Company,  Inc. 
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STATEMENT  FOR  SUBMISSION  TO  THE  FIELD  HEARING  ON 

INTERNATIONAL  TRADE  HOSTED  BY  CONGRESSWOMAN  ELIZABETH 

FURSE  AND  REPRESENTATIVE  BARNEY  FRANK 


Submitted  by  James  A.  Schill,  Director,  USAID  West  Coast  Outreach 


The  USAID  West  Coast  Outreach  Portland  office  has  been  graciously 
hosted  by  the  Oregon  Economic  Development  Dept.  and  the  Oregon  Dept. 
of  Agriculture.  This  arrangement  has  provided  pragmatic  operational 
linkages  to  state  and  local  resources  and  the  Oregon  educational 
institutions,  non-profit  organizations  and  business  community.  This 
partnership  has  supported  both  the  state  of  Oregon  and  USAID  outreach 
efforts. 

I  wish  to  thank  you  for  allowing  me  to  submit  the  following  for  the 
record.  My  office  will  be  happy  to  respond  to  any  questions  you  may  have. 
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USAID  WEST  COAST  OUTREACH  PROGRAM  (WCO) 

Through  cooperation  with  U.S.  congressional  offices  and  state 
representatives  and  multiplier  organizations  such  as  World  Trade  Centers, 
industry  associations  and  local  economic  development  organizations,  WCO 
has  provided  constituents  with  a  better  understanding  of  U.S.  foreign 
assistance  mandates  and  information  on  USAID  programs. 

WCO  actively  encourages  the  participation  of  small,  minority  and 
women-owned  business  enterprises  in  USAID  procurement  programs 
through  participation  in  over  1 00  outreach  conferences  and  workshops  held 
yearly  throughout  the  states  of  Alaska,  Washington,  Oregon  and  California, 
and  regular  publication  of  USAID  solicitations  in  the  WCO  monthly 
newsletter.  As  a  result  of  WCO  efforts,  approximately  3,500  entities  have 
accessed  the  services  of  the  USAID  Office  of  Small  and  Disadvantaged 
Business  Utilization. 

WCO  also  assists  private  voluntary  organizations  to  coordinate  their 
projects  with  USAID  programs  and  strengthen  their  contacts  with  private 
sector  resources.  AID  Administrator  J.  Brian  Atwood  supported  this  at  a 
Senate  Foreign  Relations  Committee  Hearing  on  April  29,  1 993,  by  saying 
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that  "we  need  to  work  more  effectively  with  U.S.  non-governmental 
organizations  and  foundations.  [They]  have  a  wealth  of  experience  that  we 
need  to  draw  on  as  we  plan  programs  as  well  as  implement  them." 


The  main  purpose  of  outreach  is  to  share  AID'S  longstanding  overseas 
presence  and  experience  with  the  U.S.  private  sector  in  order  to  help 
facilitate  transactions  that  support  the  Agency's  development  efforts.  To 
that  end  WCO  provides  the  following  services  to  West  Coast  businesses, 
not-for-profit  associations,  educational  institutions,  state  and  local 
government  offices  and  non-governmental  organizations: 

AWARENESS  of  U.S.  foreign  assistance  programs  and  USAID's  role; 

ACCESS  to  USAID's  offices  and  information  resources; 

INFORMATION  on  USAID  contracts,  grants  and  procurement 
opportunities; 

COUNSELING  on  how  to  do  business  in  developing  countries; 

LINKAGES  to  other  Federal,  state  and  local  international  trade 
programs. 

WCO  offices  receive  a  combined  total  of  80  to  140  calls  per  day 
requesting  information  on  USAID  programs  and  activities.  Approximately 
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300-500  new  entries  are  made  to  the  WCO  database  each  month.  This 
database  is  shared  with  the  U.S.  Asia  Environmental  Partnership  program, 
USAID's  Center  for  Trade  and  Investment  Services,  other  USAID  offices 
and  programs  as  well  as  other  Federal  and  state  offices  in  support  of  their 
outreach  activities.  In  the  past  29  months,  WCO  has  mailed  approximately 
1 ,000  Guides  on  AID  Contract  Management  System,  6,500  Manuals  for 
small,  minority  and  women-owned  firms  on  how  to  do  business  with  AID, 
and  175,000  newsletters.  For  every  dollar  that  is  spent  on  the  WCO 
program,  it  is  conservatively  estimated  that  $60  has  been  generated  in  new 
business  arising  from  USAID  contracts,  grants  and  private  sector 
opportunities. 

Conferences,  workshops,  seminars  and  one-on-one  counseling  are 
integral  to  the  WCO  program  as  the  primary  means  of  providing  specific, 
client-tailored  information  on  how  to  do  business  in  the  developing  world 
and  as  suppliers  to  USAID.  The  outreach  speaking  engagements  are 
essential  to  increasing  understanding  of  the  USAID  link  and  motivating 
factors  for  working  with  the  USAID  family  of  programs  and  projects. 
Counseling  enables  companies  to  benefit  from  USAID's  vast  network  of 
contacts  and  relationships  to  field  missions.  Last  but  not  least,  the 
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newsletter  is  a  valuable  tool  for  disseminating  recent  and  relevant 
information  on  USAID  programs,  projects  and  current  procurement 
information  to  a  wide  audience. 

In  this  process,  WCO  has  discovered  that  many  people  did  not  know 
that  USAID  existed.  Through  excellent  press  attention  about  WCO  and  its 
efforts,  many  firms  and  organizations  who  had  previously  had  no  contact 
with  USAID  now  regularly  use  the  Agency's  various  offices  and  information 
resources.  For  those  who  were  acquainted  with  USAID,  some  were  overly 
frustrated  in  their  dealings  with  the  Agency  -  particularly  in  finding  the  right 
person  in  Washington,  DC  to  help  them.  WCO  has  assisted  people  in 
solving  this  problem.  Others  have  questioned  whether  their  applications  for 
USAID  funding  were  biased  in  favor  of  DC  area  companies.  WCO  has  been 
addressing  this  misperception  and  helping  to  alleviate  the  problem  through 
timely  delivery  of  information. 

drafted:       J.  Schill  08-23-94 
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EXlMBANK 

Jobs  through  Exports 


EX-IM  BANK  SERVICES  FOR  SMALL  BUSINESS 


The  Export-Import  Bank  of  the  United 
States  (Ex-Im  Bank)  is  the  government  agency 
responsible  for  assisting  the  export  financing 
of  U.S.  goods  and  services  through  a  variety 
of  loan,  guarantee,  and  insurance  programs. 

Ex-Im  Bank  has  undertaken  a  major  effort 
to  reach  more  small  business  exporters  with 
better  financing  facilities  and  services,  to 
increase  the  value  of  these  facilities  and 
services  to  the  exporting  community,  and  to 
increase  the  dollar  amount  of  Ex-Im  Bank's 
authorizations  supporting  small  business 
exports. 

The  recently  completed  reinventing 
process  has  resulted  in  several  improvements 
in  Ex-Im  Bank  support  of  small  business 
including  the  mainstreaming  of  small  business 
throughout  the  Bank. 

As  in  all  the  Bank's  programs,  the  goals 
for  assisting  small  businesses  are:  superior 
customer  service,  make  a  difference  by  provi- 
ding critical  support,  and  provide  taxpayers 
with  value. 

PROGRAM  DESCRIPTIONS 

WORKING  CAPITAL  GUARANTEE 

The  Working  Capita]  Guarantee  Program 
assists  small  businesses  in  obtaining  crucial 
working  capital  to  fund  their  export  activi- 
ties. The  program  ■guarantees  tOO  percent  of 
the  principal  and  interest  on  working  capital 
loans  extended  by  commercial  lenders  to 
eligible  U.S.  exporters.  Cover  will  be  reduced 
to  90  percent  in  the  future  as  Ex-Im  Bank 
extends  greater  delegated  authority  to 
commercial  lenders  and  asks  them  to  assume 
increased  risks  in  return.  The  loan  may  be 


used  for  pre-export  activities  such  as  the 
purchase  of  inventory,  raw  materials,  the 
manufacture  of  a  product,  or  marketing. 

Ex-Im  Bank  requires  the  working  capital 
loan  to  be  fully  collateralized  utilizing  inven- 
tory, accounts  receivable,  or  other  acceptable 
collateral. 

The  Private  Export  Funding  Corporation 
is  establishing  a  program  to  be  a  lender  of 
last  resort  and  to  purchase  Ex-Im  Bank  guar- 
anteed loans. 

EXPORT  CREDIT  INSURANCE 

An  exporter  may  reduce  risks  by  purchas- 
ing Ex-Im  Bank  export  credit  insurance 
through  an  insurance  broker  or  directly  from 
Ex-Im  Bank.  A  wide  range  of  policies  is 
available  to  accommodate  many  different 
export  credit  insurance  needs.  Insurance 
coverage: 

•  protects  the  exporter  against  the  fail- 
ure of  foreign  buyers  to  pay  their 
credit  obligations  for  commercial  or 
political  reasons; 

•  encourages  exporters  to  offer  foreign 
buyers  competitive  tirms  of  payment; 

•  supports  an  exporter's  prudent  pene- 
tration of  higher  risk  foreign  markets; 
and 

•  because  the  proceeds  of  the  policies 
are  assignable  from  the  insured  ex- 
porter to  a  financial  institution,  it 
gives  exporters  and  their  banks  greater 
financial  flexibility  in  handling  over- 
seas accounts  receivable. 


Export-Import  Bank  of  the  United  States 

81 1  Vermont  Avenue,  N.W.    Washington.  D.C.  20571 
(202)  566-8990     FAX:  (202)  535-5S38 
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SMALL  BUSINESS  INSURANCE  POLICY     MEDIUM-TERM  INSURANCE 


Ex-Lra  Bank  offers  a  short-term  (up  to  180 
days)  insurance  policy  geared  to  meet  the 
particular  credit  requirements  of  smaller,  less 
experienced  exporters.  Under  the  policy,  Ex- 
Im  Bank  assumes  95%  of  the  commercial  and 
100%  of  the  political  risk  involved  in  extend- 
ing credit  to  the  exporter's  overseas  custom- 
ers. This  policy  frees  the  exporter  from  "first 
loss"  commercial  risk  deductible  provisions 
that  are  usually  found  in  regular  insurance 
policies.  It  is  a  multi-buyer  type  policy  which 
requires  the  exporter  to  insure  all  export 
credit  sales.  It  offers  a  special  "hold-harmless" 
assignment  of  proceeds  which  makes  the 
financing  of  insured  receivables  more  attrac- 
tive to  banks.  The  special  coverage  is  avail- 
able to  companies  which  have  an  average 
annual  export  credit  sales  volume  of  less  than 
S3  million  for  the  two  years  prior  to  applicat- 
ion and  meet  the  Small  Business  Admin- 
istration's definitions  of  small  business. 

UMBRELLA  POLICY 

The  Umbrella  policy  allows  state  agen- 
cies, export  trading  and  management  compa- 
nies, insurance  brokers,  and  similar  agencies 
to  act  as  intermediaries  (administrators) 
between  Ex-Im  Bank  and  their  clients  by 
assisting  their  clients  in  obtaining  export 
credit  insurance.  The  coverage  and  eligibility 
requirements  are  the  same  as  for  the  Small 
Business  policy. 

SHORT-TERM  SINGLE  BUYER  POUCY 

For  those  exporters  who  do  not  want  to 
insure  all  their  short-term  export  credit  sales 
under  a  multi-buyer  type  of  policy,  the  single 
buyer  policy  is  available  to  cover-single -or  - 
repetitive  sales.  The  policy  offers  90%  to 
100%  cover  for  both  political  and  commercial 
risks  of  default  (depending  on  the  type  of 
buyer,  terms  of  sale,  and  product)  and  has  no 
deductible.  A  special  reduced  minimum  pre- 
mium is  available  to  small  businesses. 


Medium-term  insurance  is  available  for 
exporters  of  capital  goods  or  services  in 
amounts  less  than  $10  million  and  terms  up 
to  5  years.  Ex-Im  Bank  offers  100%  commer- 
cial and  political  risk  protection.  Although 
similar  to  the  guarantee  program,  medium- 
term  insurance  applications  will  usually  be 
decided  on  in  a  more  timely  fashion  because 
of  its  conditional  nature. 

DIRECT  AND  INTERMEDIAR  Y  LOANS 

Ex-Im  Bank  provides  two  types  of  loans, 
direct  loans  to  foreign  buyers  of  U.S.  exports 
and  intermediary  loans  to  fund  responsible 
parties  that  extend  loans  to  foreign  buyers  of 
U.S.  capital  and  quasi-capital  goods  and 
related  services.  Both  the  loan  and  guarantee 
programs  cover  up  to  85%  of  the  U.S.  export 
value,  with  repayment  terms  of  one  year  or 
more. 

Ex-Im  Bank  loans  are  offered  at  the  low- 
est interest  rate  permitted  under  the  OECD 
arrangement  for  the  market  and  term.  Inter- 
mediary loans  are  structured  as  "standby" 
loan  commitments.  The  intermediary  may 
borrow  against  the  remaining  undisbursed 
loan  at  any  time  during  the  term  of  the 
underlying  debt  obligation.  There  is  a  prepay- 
ment fee  if  it  is  triggered  by  prepayment  of 
the  foreign  borrower. 

GUARANTEES 

Ex-Im  Bank's  guarantee  provides  repay- 
ment protection  for  private  sector  loans  to 
creditworthy  buyers  of  U.S.  capital  equip- 
ment and  related  services.  The  guarantee  is 
available-alone  or -maybe-combined  with  an 
intermediary  loan. 

Most  guarantees  provide  comprehensive 
coverage  of  both  political  and  commercial 
risks,  but  political  risks  only  coverage  is  also 
available.  The  guarantee  covers  100%  of  prin- 
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cipal  and  interest.  In  the  event  of  a  default, 
the  guaranteed  lender  must  file  a  claim  no 
less  than  30  and  no  more  than  150  days  after 
the  default.  The  claim  will  be  paid  within 
five  business  days  after  receipt. 

Many  U.S.  commercial  banks  have  Ex-Im 
Bank  guaranteed  lines  of  credit  to  foreign 
banks-Credit  Guarantee  Facilities.  Small 
business  exporters  can  tap  into  this  financing 
by  having  their  foreign  buyers  contact  a 
participating  local  bank. 

OTHER  PROGRAMS 

Ex-Im  Bank  will  support  the  export  of 
environmental  goods  and  services  through  a 
new  short-term  environmental  insurance 
policy  with  coverage  of  95%  of  the 
commercial  and  100%  of  the  political  risks  of 
default  without  a  deductible.  Medium-term 
environmental  exports  will  have  enhanced 
guarantee  coverage  with  local  cost  coverage 
equal  to  15%  of  the  U.S.  contract  price  and 
capitalization  of  interest  during  construction. 

Small  businesses  should  also  find  Ex-Im 
Bank  to  be  more  supportive  when  they  are 
confronted  by  foreign  tied  aid  on  a  capital 
project.  Ex-Im  Bank  also  wants  to  enable 
competitive  U.S.  exporters  to  pursue  market 
penetration  opportunities  in  dynamic 
developing  countries. 

For  project  finance,  Ex-Im  Bank  has 
eliminated  the  $50  million  minimum  project 
size  criteria  and  had  established  a  new  Project 
Finance  Division  to  help  expedite 
transactions. 

REP  A  YMENT  TERMS 

Ex-Im  Bank-supported  financing  follows 
the  repayment  term  guidelines  customary  in 
international  trade.  For  capital  goods  sales, 
the  guidelines  are: 


Contract  Value 
Less  than  $75,000 
$  75,000  -  $150,000 
$150,001  -  $300,000 
$300,001  or  more 


Maximum  Term 

2  years 

3  years 

4  years 

5-10  years,  depending 
on  the  nature  of  the 
sale  and  the  OECD 
classification  of  the 
buyer's  country. 


Loans  for  projects  and  large  product 
acquisitions,  such  as  aircraft,  are  eligible  for 
longer  terms  while  lower  unit  value  items 
such  as  automobiles  and  appliances  receive 
shorter  terms. 

WHERE  TO  GET  MORE 
INFORMATION 

EXPORT  FINANCING  HOTLINE 

To  encourage  small  businesses  to  sell 
overseas,  Ex-Im  Bank  offers  a  special  toll-free 
number  (800)  424-5201  to  provide 
information  on  the  availability  and  use  of 
export  credit  insurance,  guarantees,  direct  and 
intermediary  loans  extended  to  finance  the 
sale  of  U.S.  goods  and  services  abroad. 

BRIEFING  PROGRAMS 

Ex-Im  Bank  offers  briefing  programs 
which  are  available  to  the  small  business 
community.  The  program  includes  regular 
seminars,  group  briefings  and  individual 
discussions  held  both  within  the  Bank  and 
around  the  country.  For  a  seminar  brochure 
and  -  scheduling  information  call  (202) 
566HM90. 

REGIONAL  OFFICES 

Ex-Im  Bank's  regional  office  personnel 
can  provide  information  on  all  Ex-Im  Bank 
programs,  with  special  emphasis  on  meeting 
the  needs  of  small  and  new-to-export  compa- 
nies. 
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Chicago: 

Export-Import  Bank  of  the  United  States 

U.S.  Export  Assistance  Center 

55  W.  Monroe  Street,  Suite  2440 

Chicago,  LL  60603 

Phone:  (312)  353-8040     Fax:  (312)  353-8098 

This  office  serves  Illinois,  Indiana,  Iowa, 
Kansas,  Kentucky,  Michigan,  Minnesota, 
Missouri,  Nebraska,  North  Dakota,  Ohio, 
South  Dakota,  West  Virginia,  and  Wisconsin. 

Houston: 

Export-Import  Bank  of  the  United  States 
1880  South  Dairy  Ashford  II,  Suite  585 
Houston,  TX  77077 
Phone:  (713)  589-8182      Fax:  (713)  589-8184 

This  office  serves  Alabama,  Arkansas, 
Louisiana,  Mississippi,  New  Mexico,  Oklaho- 
ma, Tennessee,  and  Texas. 

Los  Angeles: 

Export-Import  Bank  of  the  United  States 

222  North  Sepulveda  Blvd.,  Suite  1515 

El  Segundo,  CA  90245 

Phone:  (310)  322-1152     Fax:  (310)  322-2041 


This  office  serves  Alaska,  Arizona,  Cali- 
fornia, Colorado,  Hawaii,  Idaho,  Montana, 
Nevada,  Oregon,  Utah,  Washington,  Wyo- 
ming, and  U.S.  Pacific  Islands. 

Miami: 

Export-Import  Bank  of  the  United  States 

U.S.  Export  Assistance  Center 

5600  N.W.  36th  Street,  Suite  617 

Miami,  FL  33166  __ 

Phone:  (305)  526-7425   Fax:    (305)  526-74$f 

This  office  serves  E.  Tennessee,  Florida, 
Georgia,  North  Carolina,  Puerto  Rico,  South 
Carolina,  and  U.S.  Virgin  Islands. 

New  York: 

Export-Import  Bank  of  the  United  States 

6  World  Trade  Center,  Suite  238 

New  York,  NY     10048 

Phone:  (212)  466-2950     Fax:  (212)  466-2959 

This  office  serves  Connecticut,  Delaware, 
Maine,  Maryland,  Massachusetts,  New  Hamp- 
shire, New  Jersey,  New  York,  Pennsylvania, 
Rhode  Island,  Vermont,  Virginia,  and  Wash- 
ington, D.C. 


EXPORT-IMPORT  BANK  OF  THE  UNITED  STATES  "GRID" 
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ExImEank 

Jobs  through  Exports 


EX-IM  BANK  ENVIRONMENTAL  EXPORTS  PROGRAM 

The  Export  Import  Bank  is  committed  to  increasing  the  level  of  support  it  provides  to 
exporters  of  environmentally  beneficial  goods  and  services  as  well  as  to  exporters  participating 
in  foreign  environmental  projects.  To  achieve  this  objective,  Ex-Im  Bank  has  designed  a 
special  "Environmental  Exports  Program"  that  will  provide  enhanced  levels  of  support  for  a 
broad  range  of  environmental  exports.  The  program  demonstrates  Ex-Im  Bank's  resolve  to 
reach  out  to  small  and  large  exporters  of  environmental  products  and  services.  The  major 
features  of  the  program  are: 

INCREASING  U.S.  COMPETITIVENESS 

•  A  new  short  term  Environmental  Export  Insurance  Policy  will  provide  enhanced  short 
term,  multi-buyer  and  single-buyer  insurance  coverage  for  small  business  environmental 
exporters.  Features  of  the  program  include  policies  which  deliver  95%  commercial  coverage 
and  100%  political  coverage  with  no  deductible. 

•  Enhanced  medium  and  long  term  support  for  environmental  projects,  products  and  services. 
These  enhancements,  which  are  reflected  in  Ex-Im  Bank  loan  and  guarantee  programs, 
include: 

-  Local  cost  coverage  equal  to  15%  of  the  U.S.  contract  price. 

-  Capitalization  of  interest  during  construction. 

-  Maximum  allowable  repayment  terms  permissible  under  OECD  guidelines. 

These  features  are  intended  to  substantially  improve  the  competitive  position  of  U.S. 
environmental  exporters.  In  addition,  Ex-Im  Bank  will  aggressively  use  its  tied  aid  resources 
to  off-set  foreign  concessionary  financing  offers  for  environmental  projects. 

MARKET  DEVELOPMENT 

•  Increased  outreach  to  the  domestic  environmental  industry  and  to  public  and  private  buyers 
in  targeted  foreign  markets  through  Ex-Im  Bank's  new  Business  Development  Group.  The 
group  will  focus  on  the  following  environmental  initiatives: 

-  Creating  new  market -specific  financing  packages  specially  designed  to  meet  the  needs  of 
buyers  and  U.S.  exporters.  The  first  of  these  efforts  is  the  Mexican  Municipal  Waste- 
Water  Finance  Initiative. 

-  Identification  of  specific,  high-potential  foreign  environmental  markets  in  which  to  focus 
special  levels  of  training  to  promote  the  use  of  Ex-Im  Bank  financing. 

Export-Import  Bank  of  the  United  States 

811  Vermont  Avenue,  N.W.    Washington,  D.C.  20571 
(202)  566-8990     FAX:  (202)  535-3838 
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-  Training  of  a  broad  range  of  government,  private,  foreign  and  domestic  personnel  in  the 
programs  available  from  Ex-Im  Bank  to  support  U.S.  environmental  exports. 

-  Pursuing  cofinancing  arrangements  with  multinational  lending  institutions,  thereby 
opening  the  way  for  greater  participation  by  U.S.  exporters  in  major  environmental 
projects. 

Eligibility  for  support  under  Ex-Im  Bank's  Environmental  Exports  Program  is  discussed  below. 
Details  of  the  Short  Term  Insurance  Support  are  discussed  on  a  separate  sheet. 

By  December  31,  1994,  Ex-Im  Bank  will  review  the  types  of  companies  and  exports  benefitting 
from  the  new  Environmental  Exports  Program,  particularly  features  relating  to  automatic  local 
cost  financing,  capitalization  of  interest  during  construction  and  maximum  OECD  repayment 
terms,  to  assess  the  future  need  for  these  enhancements. 

EXPORTS  WHICH  QUALIFY  FOR  SUPPORT  UNDER  THE 
ENVIRONMENTAL  EXPORTS  PROGRAM 

Exports  of  products  and  services  specifically  used  to  aid  in  the  abatement,  control  or 
prevention  of  air,  water  and  ground  contamination  or  pollution,  or  which  provide  protection 
in  the  handling  of  toxic  substances  will  be  considered  eligible  for  support,  subject  to  a  final 
determination  by  Ex-Im  Bank.  The  following  are  examples  of  the  types  of  exports  generally 
considered  eligible: 

Instruments  to  measure  or  monitor  air  or  water  quality 

Emission  control  devices 

Effluent  pollution  control  devices 

Equipment  for  systems  for  waste  disposal,  re/use  collection  and  waste  water  treatment 

Services  to  upgrade  environmental  regulations;  environmental  assessments,  design  and  training 

Ecological  studies;  ecological  monitoring  equipment 

Toxic  material  handling  devices 

Certain    renewable  and  alternative  energy  equipment 

Exports  of  products  and  services  for  foreign  environmental  projects  entirely  dedicated  to 
the  prevention  control  or  cleanup  of  air,  water  or  ground  pollution,  including  facilities  to 
provide  for  control  or  cleanup,  and  the  retrofitting  of  facility  equipment  for  the  sole  purpose 
of  mitigating,  controlling  or  preventing  adverse  environmental  effects  will  considered  eligible, 
subject  to  final  determination  by  Ex-Im  Bank.  Exports  for  the  following  types  of  projects  are 
generally  considered  eligible: 

Air  or  water  (river)  pollution  cleanup 

Ecology  or  forestry  management 

Certain  renewable  or  alternative  energy  projects  (photovoltaic,  wind,  hybrid,  biomass) 

Water  treatment  or  waste  treatment  projects 

Toxic  waste  or  substance  cleanup  projects 

These  examples  are  illustrative  and  are  not  intended  to  be  all  inclusive,  and  eligibility  is 
subject  to  existing  Ex-Im  Bank  foreign  content  guidelines.  Specific  questions  as  to  the 
eligibility  of  certain  services,  products  or  exports  for  particular  projects  should  be  directed  to 
Ex-Im  Bank's  Engineering  and  Environment  Division  (202)  566-8802. 

5/94 
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From  the  Desk  of  James  A.  Schill:  RWANDA 


The  Rwanda  refugee  situation  is  the 
worst  humanitarian  catastrophe  we  have 
seen  in  a  generation  and  clearly  one  of 
the  world's  greatest  disasters.  Having 
been  a  refugee  director  for  the 
Indochinese  program  during  the  late 
1970's  and  early  80's,  I  can  attest  that 
the  huge  numbers  of  dying,  starving  and 
exhausted  people  of  Rwanda  tears  the 
very  fabric  of  bur  civilization. 

As  the  primary  coordinator  of  U.S. 
foreign  humanitarian  assistance  and 
disaster  relief,  USAID  is  at  the  vanguard 
in  dealing  with  the  massive  and 
unprecedented  event  as  it  unfolds.  Over 
the  past  several  weeks,  USAID  has 
committed  over  $150  million  to  help 
mitigate  the  suffering,  and  mobilized  its 
officer  corps  of  disaster  and  food 
specialists,  as  never  before,  to  attend  to 
the  needs  of  the  Rwandans  leaving  their 
country.  Further     measures     for 

assistance  will  likely  be  undertaken  in  the 
next  few  weeks. 

I  want  to  salute  the  partners  who  are 
funded  in  part  by  USAID  to  assist  in  the 
relief  effort.  Grants  of  various  amounts 
have  been  provided  to:  The  International 
Committee  of  the  Red  Cross,  for  the 
purchase  and  distribution  of  food;  to 
World  Vision  for  the  provision  of  basic 


household  items,  construction  of  latrines 
and  special  feeding  programs;  to  World 
Relief  for  the  provision  of  basic 
household  items;  to  the  Defense 
Department  for  the  airlift  of  men  and 
materiel  for  shelter,  food  and  water;  and 
various  other  private  voluntary 
organizations  such  as  the  International 
Rescue  Committee,  Americares,  CARE, 
International  Medical  Corps,  Church 
World  Service,  Direct  Relief 
International,  Oxfam  America,  Adventist 
Development  and  Relief  Agency, 
Africare,  African  Medical  and  Research 
Foundation,  The  American  Red  Cross, 
Food  for  the  Hungry,  and  many  more. 

These  organizations  are  carrying  the 
banner  of  humanitarian  relief  to  Rwanda 
on  behalf  of  all  Americans.  I  believe  we 
owe  them  our  support  and  thanks  for  the 
selfless  job  of  providing  this  assistance. 

Should  you  or  your  business  or 
organization  be  interested  in  contacting 
officials  of  the  above  groups  or  working 
together  in  the  Rwandan  relief  effort, 
please  immediately  contact  USAID  West 
Coast  at  tel:  (310)  533-0770.  Individuals 
or  corporations  who  would  like  to  donate 
money,  food,  or  supplies  should  contact 
Volunteers  in  Technical  Assistance 
(VITA)  at  (703)  276-1914. 
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USAID  PROCUREMENT  REFORM  IN  PROGRESS 


It's  not  easy  but  it  has  to  be  done! 
Reforming  the  procurement  system  that 
spends  approximately  $3  billion  per  year  is  a 
priority  for  USAID  Administrator  J.  Brian 
Atwood,  who  addressed  nearly  300 
contractor  and  grantee  representatives  at 
the  first  "USAID  Vendor  Town  Meeting"  held 
last  March  in  Washington,  DC.  The  meeting 
was  designed  to  encourage  input  from  the 
private  sector  on  the  problems  with  doing 
business  with  USAID.  A  second  "Vendor 
Town  Meeting"  will  be  held  in  Long  Beach, 
California,  September  14. 

"We're  working  to  make  USAID  an  agency 
that  is  more  responsive  to  its  customers  and 
more  transparent  to  its  stakeholders,  the 
American  public.  The  agency  is  changing  to 
better  communicate  to  Americans  what  we 
are  doing  and  why.  Reengineering  USAID's 
personnel,  financial  management  and 
procurement  systems,  eliminating  needless 
regulations,  streamlining  programs  and 
drafting  new  legislation  are  vital  parts  of  this 
reform".  In  affirmation  of  this  statement,  Mr. 
Atwood  has  directed  senior  staff  to  take 
action  on  a  procurement  reform  agenda  that 
includes: 

-Avoiding  organizational  conflicts  of  interest, 
ie.  contractors  that  design  projects  will  no 
longer  be  eligible  to  bid  on  implementation  of 
the  same  projects; 


-Eliminating         unnecessary 
procedures  and  paperwork; 


internal 


-Providing  additional  personnel  and  further 
training  for  the  Office  of  Procurement; 

-Emphasizing  performance-based  contracts 

Larry     Byrne,     Assistant     Administrator, 
Bureau  for  Management  views  procurement 


reform  as  one  of  the  critical  areas  for  USAID 
change.  In  addition  to  recommending 
measures  to  improve  contract  and  grant 
performance  monitoring  systems,  Mr.  Byrne 
has  reaffirmed  on  several  occasions  the 
agency's  commitment  to  attract  new-to- 
USAID  organizations  to  participate  in  it's 
development  work  as  contractors  or 
grantees  and  to  ensure  that  requirements 
affecting  sub-contracting  opportunities  for 
small  and  disadvantaged  businesses  are 
stringently  enforced.  Mr  Byrne  will  attend  the 
September  14  'Town  Meeting"  in  Long 
Beach  to  relay  current  information  on  the 
reform  process  and  hear  concerns  from 
prospective  business  partners. 

USAID  West  Coast  Outreach  offices  serve 
as  a  local  point  of  contact  for  the  Western 
United  States  to  access  information  on 
USAID  activities  As  an  extension  of  USAID 
offices  and  programs  worldwide,  West  Coast 
Outreach  maintains  contact  with  USAID 
headquarters  in  Washington,  DC  and  its 
overseas  missions.  Outreach  counseling 
and  information  services  are  a  vital 
component  of  the  agency's  equal  opportunity 
program,  especially  for  small,  minority  and 
women-owned  businesses  to  access  the 
procurement  system.  All  persons  interested 
in  business  opportunities  with  USAID  should 
plan  to  attend  the  upcoming  'Town  Meeting." 


USAID  VENDOR  TOWN  MEETING 

Long  Beach,  California 
September  14, 1994 

For  information  and  Advance 
Reservations  call  USAID  West 
Coast  Outreach  at  (310)  533-0770 
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CURRENT  USAID  SOLICITATIONS  -  AUGUST  1994 


The  following  notices  are  abbreviated  due  to  space  limitation. 

For  copies  of  the  complete  notice,  call  WCO  at  (310)  533-0770. 

For  copies  of  the  bid  documents,  contact  the  address  given  in  the  notice. 


Solicitation  1:  (PSA#  1143  Date:  07/22/94  Synopsis*  0196)  Agency  for  International 
Development,  Office  of  Procurement,  M/OP/EN1/EE,  Room  1440,  SA-14,  Washington, 
DC  20523-1426  MISCELLANEOUS  SERVICES.  PROVIDE  SUPPORT 
SERVICES  FOR  IMPROVED  PUBLIC  SECTOR  ENVIRONMENTAL  SERVICES 
-  DANUBE  GLOBAL  ENVIRONMENT  FACILITY  PROJECT.  SOL  RFP 
OP/ENI/EE-94-P-013.  DUE  09/15/94.  POC  Karen  Beveridge,  Contract  Specialist  (703) 
875-1995/  Diane  Howard,  Contracting  Officer.  The  Procurement  Office  of  the  U.S. 
Agency  for  International  Development  (USAID)  solicits  expressions  of  interest  from 
World  Wide  Sources  in  USAID  Code  935  countries  who  would  like  to  receive  a  Request 
for  Proposal  (RFP)  for  the  Danube  Global  Environment  Facility  Project.  Three  tributary 
basins  of  the  Danube  River  will  be  the  focus  of  this  project:  the  Hornad  basin  between 
Slovakia  and  Hungary;  the  Bodrog/Upper  Tisza  basin  between  Slovakia  and  Hungary;  and 
the  Cris/Koros  basin  between  Romania  and  Hungary.  USAID  is  seeking  organizations 
with  experience  in  water  pollution  control,  pollution  monitoring,  and  provision  of 
technical  assistance  and  training  in  connection  with  these  areas,  preferably  in  Central  and 
East  Europe  and/or  the  former  Soviet  Union.  The  services  may  be  provided  for  up  to  a 
three  year  period,  which  would  include  an  initial  one  year  term  with  two  one  year  options. 
The  objectives  of  the  project  are  to  reduce  direct  and  indirect  discharges  of  toxic 
compounds  from  industries;  reduce  discharges  of  toxics  and  pathogens  from  municipal 
wastewater  treatment  plants;  and  develop  the  capability  to  monitor  and  respond  to 
periodic  spikes  of  contamination  in  potable  and  irrigation  water  uses.  Interested  firms 
may  obtain  a  copy  of  the  RFP  by  submitting  a  written  request,  citing  RFP  No. 
OP/ENI/EE-94-P-013,  with  one  self-addressed  mailing  label  to  Karen  Beveridge,  USAID, 
Office  of  Procurement,  M/OP/ENI/EE,  Room  1400 A,  SA-14,  Washington,  DC 
20523-1426.  Interested  parties  may  also  submit  a  request  for  the  RFP  via  the  telefax  (703) 
875-1957.  Telephone  requests  will  not  be  honored.  This  CBD  notice  can  be  viewed  and 
downloaded  using  the  Agency  Gopher.  This  RFP  can  be  downloaded  from  the  Agency 
Gopher.  The  Gopher  address  is  GOPHER.INFO.USAID.GOV.  Select  USAID 
Procurement  and  Business  Opportunities  from  the  Gopher  menu.  The  CBD  notice  and  the 
RFP  text  can  be  downloaded  via  Anonymous  File  Transfer  Protocol  (FTP).  The  FTP 
address  is  FTP.INFO.USAID.GOV.  Look  under  the  following  directory  for  the  RFP: 
pub/OP/RFP/eee413.rfp.  Receipt  of  this  RFP  through  INTERNET  must  be  confirmed  by 
written  (fax  or  mail)  notification  to  the  contact  person  noted  above. 
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Solicitation  #2:  (PSA#  1 143  Date:  07/22/94  Synopsis#  0197)  Agency  for  International 
Development,  Office  of  Procurement,  M/OP/ENI/EE,  Room  1440,  SA-14,  Washington, 
DC  20523-1426  MISCELLANEOUS  SERVICES.  PROVIDE  SUPPORT 
SERVICES  FOR  THE  NATURE  PROTECTION  MANAGEMENT  SERVICES 
FOR  THE  GLOBAL  ENVIRONMENT  FACILITY  -  BULGARIA  BIODIVERSITY 
PROJECT.  SOL  RFP  OP/ENI/EE-94-P-012  DUE  09/15/94  POC  Karen  Beveridge, 
Contract  Specialist  (703)  875-1995/  Diane  Howard,  Contracting  Officer.  The 
Procurement  Office  of  the  U.S.  Agency  for  International  Development  (USAID)  solicits 
expressions  of  interest  from  World  Wide  Sources  in  USAID  Code  935  countries  who 
would  like  to  receive  a  Request  for  Proposal  (RFP)  for  the  Bulgarian  nature  protection 
management  system  at  the  national  and  regional/local  levels.  The  services  may  be 
provided  for  up  to  a  three  year  period,  which  would  include  an  initial  one  year  term  with 
two  one  year  options.  The  main  objectives  of  the  project  are  to  strengthen  the  institutional 
capacity  of  the  National  Nature  Protection  Service  and  to  implement  a  sound  management 
strategy  for  two  national  parks.  Key  elements  of  this  contract  include  institutional 
coordination  and  administration,  protection  and  conservation,  natural  resources 
management,  community  development,  tourism  development,  public  awareness  and 
education,  monitoring/evaluation  and  research,  and  revenue  generation  mechanisms. 
Interested  firms  may  obtain  a  copy  of  the  RFP  by  submitting  a  written  request,  citing  RFP 
No.  OP/ENI/EE-94-P-012,  with  one  self-addressed  mailing  label  to  Karen  Beveridge, 
USAID,  Office  of  Procurement,  M/OP/ENI/EE,  Room  1400 A,  SA-14,  Washington,  DC 
20523-1415.  Interested  parties  may  also  submit  a  request  for  the  RFP  via  the  telefax  (703) 
875-1957.  To  expedite  receipt  of  the  RFP,  organizations  should  provide  a  self-  addressed 
envelope  already  prepared  for  mailing  with  either  their  Federal  Express  or  Express  Mail 
account  number.  Telephonic  requests  will  not  be  honored.  This  CBD  notice  can  be 
viewed  and  downloaded  using  the  Agency  Gopher.  This  RFP  can  be  downloaded  from  the 
Agency  Gopher.  The  Gopher  address  is  GOPHER.INFO.USAID.GOV.  Select  USAID 
Procurement  and  Business  Opportunities  from  the  Gopher  menu.  The  CBD  notice  and  the 
RFP  text  can  be  downloaded  via  Anonymous  File  Transfer  Protocol  (FTP).  The  FTP 
address  is  FTP.INFO.USAID.GOV.  Look  under  the  following  directory  for  the  RFP: 
pub/OP/RFP/eee412.rfp.  Receipt  of  this  RFP  through  INTERNET  must  be  confirmed  by 
written  (fax  or  mail)  notification  to  the  contact  person  noted  above.  It  is  the  responsibility 
of  the  recipient  of  the  RFP  to  ensure  that  it  has  been  received  from  INTERNET  in  its 
entirety.  USAID  bears  no  responsibility  for  data  errors  resulting  from  transmission  or 
conversion  processes.  AID  WASH  (0201) 

Solicitation  #3:  (PSA#  1140  Date:  07/19/94  Synopsis#  0181)  MK-Ferguson  of  Idaho 
Company,  P.O.  Box  1745,  Idaho  Falls,  ID  83403-1745.  NEW  CONSTRUCTION  SOL 
S-607080  DUE  11/09/94  POC  Contact/Contracting  Officer,  Mr.  Damon  P.  Shunko 
208/526-2351  Construction  of  the  Operable  Unit  (OU)  7-08  Organic  Contamination  in 
the  Vadose  Zone  (OCVZ)  Vapor  Vacuum  Extraction  Project  for  the  U.  S.  Department  of 
Energy-Idaho  Field  Office  (DOE-IFO)  located  at  the  INEL  Site  approximately  45  miles 
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west  of  Idaho  Falls,  Idaho.  The  work  described  herein  shall  be  procured  under  Morrison 
Knudsen-Ferguson  of  Idaho  Company  (MK-FIC)  Request  for  Proposal  (RFP)  No. 
S-607080.  This  is  a  Comprehensive  Environmental  Response,  Compensation  and  Liability 
Action  (CERCLA)  Remedial  Action  Project.  The  general  work  to  be  performed  includes, 
but  is  not  limited  to,  the  furnishing  of  all  plant,  labor,  supervision,  materials,  services, 
equipment,  supplies,  inspection,  and  testing  necessary  to  design,  construct  necessary  to 
design,  construct  and  operate  a  maximum  of  six  low-temperature  thermal  destruction 
systems  capable  of  extracting  and  destroying  volatile  organic  compounds  present  in  the 
vapor  removed  by  six  extraction  wells.  Additionally,  training  must  be  provided  to  allow 
MK-FIC  to  assume  operation  of  the  systems  after  a  startup  operations  period  of  at  least 
six  months.  The  primary  objective  of  this  remedial  action  is  to  reduce  the  risks  to  human 
health  and  the  environment  associated  with  the  volatile  organic  contaminants  present  in 
the  vadose  zone  beneath  the  Subsurface  Disposal  Area  (SDA)  of  the  Radioactive  Waste 
Management  Complex  (RWMC)  Area  and  to  prevent  federal  and  state  safe  drinking  water 
standards  from  being  exceeded.  The  estimated  cost  of  the  project  is  between  $1  and  $5 
million  dollars.  RFP  package  will  be  available  on/or  about  5  October  1994.  All 
prospective  proposers  are  requested  to  contact  the  Contracting  Officer  by  no  later  than 
15  September  1994  to  request  a  copy  of  the  RFP  package.  An  onsite  pre-proposal 
conference  and  tour  is  scheduled  on/or  about  19  October  1994.  Priced  Construction 
Proposal  forms  will  be  due  to  MK-FIC  on/or  about  8  November  1994.  It  is  anticipated  the 
Award  Notice  and  Notice  to  Proceed  will  be  issued  on/or  about  19  December  1994  and 
1  April  1995.  This  project  has  a  821  calendar  day  performance  period.  Award  of  a 
firm-fixed  unit,  estimated  quantity  Subcontract  is  contemplated  to  be  made  by  MK-FIC 
to  the  lowest  priced  responsive  and  responsible  proposal. 

Solicitation  #4:  Egypt,  AID  Grant  263-0132,  IFB  No.:  8059-66.  Morrison  Knudsen 
Engineers,  Procurement  and  Transportation,  P.O.  Box  7808,  Boise,  Idaho,  83729,  Attn: 
Pete  Bailey,  tel:  208-386-5403  COMPUTER  EQUIPMENT  CONSISTING  OF 
NETWORK  UTILITIES,  PERSONAL  COMPUTERS,  PRINTERS,  SOFTWARE, 
ETC.  DUE  08/15/94.  Morrison  Knudsen  Engineers,  on  behalf  of  the  Ministry  of  Public 
Works  and  Water  Resources  of  the  Arab  Republic  of  Egypt,  is  requesting  bids  for 
Computer  Equipment  and  associated  supplies.  The  source  and  origin  of  this  equipment 
must  comply  with  USAID  geographic  code  000.  A  non-refundable  fee  of  $1 5.00  sent  to 
the  above  address,  is  required  to  obtain  this  IFB.  TELEPHONE  REQUESTS  WILL  NOT 
BE  HONORED. 

Solicitation  #5:  Arab  Republic  of  Egypt,  USAID  Contract  263-0132,  IFB  No.:  CID94016, 
Consortium  for  Int'l  Development,  6367  E.  Tanque  Verde,  Suite  200,  Tucson,  Arizona, 
85715,  Attn:  Thomas  Alexander,  tel:  602-885-0055,  fax:  602-886-3244.  NETWORK 
SERVER  AND  NINE  PERSONAL  COMPUTERS.  DUE  08/24/94.  The  anticipated 
delivery  date  (in  Cairo,  Egypt)  is  100  days  after  contract  awarded.  A  fixed-price  contract 
is  anticipated  A  copy  of  the  IFB  and  additional  information,  may  be  obtained  by  written 
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request  to  The  Consortium  for  Intl  Development  at  the  above  address,  accompanied  by 
a  self-addressed  mailing  label.  In  addition,  AID  rules  concerning  marking  and  submission 
of  the  "Supplier's  Certificate  for  Project  Commodities/Invoice  and  Contract  Abstract" 
(Form  AID  1450-4)  will  apply  to  the  awarded  contract.  AID  Handbook  1 1 ,  Chapter  3  will 
govern  this  procurement.  Bids  must  state  applicable  discounts,  firm  CIP  Destination 
prices  and  must  be  valid  for  90  days.  The  bids  must  be  accompanied  by  complete 
technical  information  and  manufacturer's  warranty.  Bids  in  one  original  and  two  copies 
and  accompanied  by  the  appropriate  Bid  Bond  should  be  submitted  to  the  Consortium  for 
Intl.  Development  at  the  above  address.  Bids  must  be  received  no  later  than  4:00  p.m. 
local  time.  August  24.  1994. 

Solicitation  #6:  India,  AID  Contract  386-0507,  Centre  for  Technology  Development,  P.B. 
No.  1209, CSIC Complex IISc.  Campus, Bangalore 560012,  India,  Attn:  Mr.  PC.  Nayak, 
Director,  Fax:  01 1-91-80-3349855.  GRAPHIC  WORKSTATIONS  consisting  of  RISC 
based  64-bit  CPU  with  floating  point  accelerator  Performance:  better  than  100  Mips  and 
26  MFLOPs  (Linkpack  100X100  FP);  24  bit  plane  graphic  system  for  2D  and  3D 
graphics;  512  KB  cache,  32  MB  RAM;  2X  1GB  hard  disk  drives;  600  MB  CD-ROM 
drive;  1X1.2  MB  and  1X1.44/2.88  MB  (dual)  FDDs;  150/250  MB  CTD;  19"  diagonal, 
non-interlaced  color  monitor  with  1280x1024  pixels  resolutions;  keyboard  and  optical  3 
button  mouse  with  pad;  ethernet  interface,  FDDI  interface  &  2  Serial  and  1  Parallel  ports. 
DEADLINE:  08/18/94.  The  Centre  for  Technology  Development  at  the  above  address. 
Please  assure  that  your  complete  business  address,  city,  state,  zip  code,  telephone  and 
telefax  number  is  included  with  your  request.  TELEPHONE  REQUESTS  WILL  NOT 
BF  HONORED. 

Solicitation  #7:  India,  AID  Contract  386-0507,  Centre  for  Technology  Development,  P.B. 
No.  1209,  CSIC  Complex,  IISc.  Campus,  Bangalore  560012,  India,  Attn:  Mr.  PC.  Nayak, 
Director,      Fax:      011-91-80-3349856.  SOFTWARE      FOR      GRAPHIC 

WORKSTATIONS  consisting  of  UNIX  based  OS  of  2  user  license  with  TAP/IP,  NFS 
&  OSI;  Fortran,  C++  compilers  with  source  level  debuggers;  Typical  Application 
Software  for  2D/3D  in  MCAD,  ECAD  &  Animation.  DEADLINE:  08/18/94.  The  Centre 
for  Technology  Development  requests  offers  for  supply  of  Software  for  Graphics 
Workstations.  Interested  firms  may  obtain  a  copy  of  the  terms  and  conditions  by  writing 
or  faxing  requests  to  The  Centre  for  Technology  Development  at  the  above  address. 
Please  assure  that  your  telefax  number  is  included  with  your  request.  TELEPHONE 
RF.QI  JESTS  WII I  NOT  BE  HONORED. 

***NOTlCE*** 

A  short  list  has  been  established  and  contracts  will  be  awarded  in  the  next  60  days  for  the 
positions  advertised  by  USAID  in  May  for  "individuals  to  serve  as  advisors  on  private 
sector  activities  in  Central  and  Eastern  Europe  and  in  the  New  Independent  States  (NIS) 
of  the  Former  Soviet  Union." 
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WEST  COAST  INTERNA  TIONAL  BUSINESS  NEWS 


August  1994 


WEST  COAST  OUTREACH  ON-LINE 


CALENDAR 


Beginning  this  month,  the  USAID  West 
Coast  Outreach  monthly  newsletter,  West 
Coast  International  News,  will  be  available  to 
several  million  readers  through  Internet  and 
a  number  of  electronic  bulletin  board 
services,  including  America  Online, 
CompuServe  and  Prodigy.  Persons 
interested  in  automatically  receiving  the 
West  Coast  International  News  at  an  e-mail 
address  should  contact  the  West  Coast 
Outreach  office  at  tel:  (310)  533-0770  or  e- 
mail  to:  USAID.WCO@ORTEL.ORG 

As  noted  in  the  July  newsletter,  the  use  of 
Internet  on-line  services  will  be  a  key  method 
for  USAID  to  achieve  wider  dissemination  of 
procurement  opportunities  and  information  in 
a  timely  manner.  There  are  also  several 
economical  means  to  access  the  information 
without  establishing  an  Internet  account: 

-In  Los  Angeles,  the  USAID  gopher  server  is 
available  through  the  Los  Angeles  Free-net. 
Use  your  modem  to  dial  (818)  776-5000  and 
choose  the  government  center  menu. 

-In  Portland,  use  your  modem  to  dial  (503) 
227-3962  and  choose  the  Portals  menu 

-In  Seattle,  use  your  modem  to  dial  (206) 
386-4140  and  choose  the  Seattle 
Community  Network  menu. 

There  are  also  many  public  libraries  that 
offer  this  service  free  of  charge.  USAID 
West  Coast  Outreach  will  participate  in  a 
presentation  of  "Business  Information  Via 
Internet"  at  the  Huntington  Park  Library  in 
Huntington  Park,  California  on  August  17. 
Other  organizations  that  provide  Internet 
services  to  the  public  are  encouraged  to 
contact  West  Coast  Outreach  for  assistance 
on  accessing  USAID  information.  For  further 
information,  call  (310)  533-0770. 


USAID  will  participate  in  the  following: 


Aug  10 


Irvine,  California 


"Business  Opportunities  in  South 
Africa"  conference.  Sponsored  by 
Coastline  Community  College  from  8:00 
a.m.  - 12  p.m.  at  the  Airporter  Hotel,  18700 
MacArthur  Blvd.  USAID  will  present 
information  on  the  new  initiatives  for  South 
Africa.  For  more  information,  contact  West 
Coast  Outreach  at  (310)  533-0770. 


Aug  17 


Huntington  Park,  California 


"Business  Information  Via  Internet" 
workshop.  Hosted  by  the  Huntington 
Park  Public  Library  from  10:00  a.m.  -  12 
p.m.  at  6518  Miles  Ave.  USAID  will 
discuss  procurement  solicitations  and 
information  available  on  Internet.  For  more 
information  and  reservations,  contact  West 
Coast  Outreach  at  (310)  533-0770 


Aug  18-19 


Yakima,  Washington 


"Internationalization  of  Agricultural 
Trade"  conference.  Sponsored  by  The 
Citizens  Network  for  Foreign  Affairs  and 
the  Washington  State  Agricultural 
Showcase.  USAID  staff  will  be  available 
for  appointments.  For  more  information, 
call  Michael  Segal  at  (503)  229-6734 


Sep  14 


Long  Beach,  California 


"USAID  Vendor  Town  Meeting"  public 
forum.  Hosted  by  USAID  West  Coast 
from  9:00  a.m.  -  12  p.m.  Site  to  be 
determined.  Senior  USAID  officials  will 
present  information  on  procurement 
reform.  (See  article  on  page  2.)  Call  West 
Coast  Outreach  at  (310)  533-0770  for 
advance  reservations. 
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VENTURE  CAPITAL  OPPORTUNITIES  FOR  AFRICAN  PROJECTS 


USAID  has  contracted  Harvey  and  Co.  of 
Washington,  DC  to  launch  the  Africa  Venture 
Capital  Project  (AVCP)  in  support  of  private 
enterprise  development.  AVCP  provides 
expertise,  analysis  and  seed  funding  for 
several  national  and  regional  venture  capital 
funds  in  Sub-Saharan  Africa. 

AVCP  has  also  been  instrumental  in  forming 
the  Africa  Venture  Capital  Association 
(AVCA)  whose  membership  includes  funds 
based  in  the  United  States,  Europe  and 
Africa. 


The  1995  Foreign  Appropriations  Act 
includes  an  amount  of  more  than  $800 
million  in  U.S.  aid  to  Africa.  USAID  West 
Coast  will  provide  information  on  the  new 
initiatives  generally,  and  specifically  as  they 
apply  to  South  Africa,  at  the  August  10 
conference  in  Irvine,  California  (see 
calendar). 

For  more  information  on  USAID  initiatives  for 
Africa  and  the  various  African  Venture 
Capital  Funds,  contact  USAID  West  Coast  at 
tel:  (310)  533-0770  or  fax:  (310)  533-1325. 


U.S.  Agency  for  International  Development 
PO  Box  13536 
Torrance,  California  90503 
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Attn:  Distnct  International  Trade  Center 
LEAP  Program 

US  Small  Business  Administration 
222  S.W.  Columbia  -  Suite  500 
Portland.  OR  97201-6695 


<o  S 


£3 


!  -o  .a      <B 

•iliii  i! 
,-/  t.o-3  *  §  So 

<3 


51 

o 


—J 


144 


<s 


o    ,_ 

2  J= 
«  o-o 
£  5  a 

*-  CO  3 
M  g  O 
>.  O    c: 

2  -c  Z 

=    a)    C= 

*  .§  £ 
g£  ■ 

™  s  § 

O)  >  2= 
crab 
~  J=  Q. 
ra  ,_  o 
9-  o  a> 
o  ■•-  > 

^    CO    Co 

raw13 


ra       is 


'5    ^    « 
ill 

E    1    I 

S      -g      S 


U      tS 


O  ! 

ijaa 
a  E 


S  CM  . 

z  ° 


Q   O  LO 

<  gx 

m  °  < 


2i 

CD 

r-~ 

en 


co  en 
c  P 


P.  ra 
c  o 
co  co 


; 


*M 


Cfl     <D 


CD 


C    O 


"£:   o  ■ 


E^»<J 


>  „ 


3 


g  = 


O 


-=  oi  ra  2 


<0  .&  t 


e  2  w  £  -c 

o  (c  -  ^  a  o  c 

S  |  ra  o  £  Jj'l 

n  $  cnu  m  to  c 

•  5»8!  «  ra 

co  £  _j  <  h-  </>  m 


ra  CO 


iQ- 

.  s 


O>£-C0 


1 

3 
O 

1/5 
"O 
a 

- 
v 


S  E  a.  co 

-■=  _  x:  ra 

E  <o  o 

=  SS  <■> 

S  ra  <  'g 
=  Em  2 
11"!= 

e  >._.e 


<3  a. 

e  < 
m  ai 
cl_i 


■a  £ 

CD    O 
OVcO 

ra  to 


.c  c  "o  ro 

1 Z  £  co 

*       .«       #Tt       O 


E  => 


CO     O 

S  «  ' 

_    CO 


0X1 

c 


S  ra 


<o  (D 

gf  s 

ra  5  m 
9-§£ 
2  S  -o 
trap 
ra  c  co 

ill 


3 

o 

u 

e 
I 

3 

o 


o  w 

g  CO 

=  ° 

to  w 

:=  co 

CO  _Q 

g  »■ 
as. 

co  9 . 

—  c 

co  V 

E  » 
°-  5 

o  o 


w    X> 

o  co 

o   c 
CO 

o-  E 
<  E 
UJ  o 


O  ~o 


o'= 


c  E 


x    CD  12 

a  p  ra 
""  •"  CO 
o  =  ^ 

i*I 

.  >_  o  co 

5   D  » 

;!§- 

i  ace 


0)   o 

c  9- 


CD    CD 

a5  £  <o 


«  5 

<D    O 

«?? 

_ZJ       - 
O    (0 


CO 

Eg 
■g-S 

<0  - 


-    *  a 


a  X  x: 
—  c  •- 

9  „  ° 

E2<" 


5J.E  ffl 
ra  u  £ 


E 
E  £• 


U    CO 

c  a 

—    c 

C    (D 

.2  o 

«  Q. 


|S^o 


o  o 


»_    CD 

:ctx 


o  2  co 
S       »  — 

llll 

of  St 

lf?«o 

tO   ■—     Cfl     Q. 

~  C    <D    — 

£-S  c  S 
o  iZ  ra  -a 
ra  ^  cl  co 

«  iS  o  > 
Ocoo  E 


o 

2^ 

t:  "D  ra 

Q. 

<D 

—    3 

<l>    CO 

untry  or 
are  hel 
s  are  m 

JC 

>  ** 

8  CO  c 
°    C    CO 

CO 

w  "5 

g.2  E 

CZ    <D 

C 
O 

E 
_o 

c 

to 
CD 

OH 

s 

a 

—  o 
£?  w 

CD     3 
3=    O 

°   cn 

II 

o>2 
o  — 

cycle  will  target  o 
he  training  sess 
ess  other  arrange 

N 

Q-H 

E-k-e 

C   (0 

5? 

■°!2 
*c 

1 

o 

3 

si 

£    m    ^ 

o  *-  tr 

< 

o 

u 

f* 

ra  co  O 

UJ  _*  o_ 

■S  e 


m  £ 

3   z>  O 

£  CD  o 

£  «  "io 

^    CD    C  C 

>  o  o 


£8 


<D  -if 

*.  k  i 

W    <D  3 

C  X  .£  fi         C  OC  J 

all  1111 

j£l       Cft  5  CL  CL 


o 


BOSTON  PUBLIC  LIBRARY 


3  9999  05981  922  5 


ISBN  0-16-047254-7 


9  780160"472541 


90000 


